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REVIEW  OF  THE  ADMINISTRATION'S  FED- 
ERAL CROP  INSURANCE  REFORM  PRO- 
POSAL 


THURSDAY,  JUNE  9,  1994 

.  ■  ■  "    >       ~-        -  ■'- 

House  of  Representatives;  Subcommittee  on  Envi- 
ronment, Credit,  and  Rural  Development  Joint 
WITH  Subcommittee  on  Specialty  Crops  and  Natu- 
ral Resources;  Committee  on  Agriculture, 

Washington,  DC. 

The  subcommittees  met,  pursuant  to  call,  at  1:45  p.m.,  in  room 
1302,  Longworth  House  Office  Building,  Hon.  Tim  Johnson  (chair- 
man of  the  Subcommittee  on  Environment,  Credit,  and  Rural  De- 
velopment) presiding. 

Present  from  the  Subcommittee  on  Environment,  Credit,  and 
Rural  Development:  Representatives  Johnson,  Long,  Minge,  Bar- 
low, Pomeroy,  Holden,  Thurman,  Sarpalius,  Peterson,  Inslee,  Farr, 
Gunderson,  Allard,  Barrett,  Nussle,  Ewing,  and  Pombo. 

Present  from  the  Subcommittee  on  Specialty  Crops  and  Natural 
Resources:  Representatives  Condit,  Thurman,  Minge,  Inslee, 
Pomeroy,  Stenholm,  Peterson,  Farr,  Volkmer,  Lewis,  Doolittle, 
Kingston,  Goodlatte,  and  Pombo. 

Also  Present:  Representative  Dooley,  member  of  the  committee. 

Staff  present:  Vemie  Hubert,  chief  counsel  and  legislative  direc- 
tor; Joseph  Muldoon,  associate  counsel;  John  E.  Hogan,  minority 
counsel;  Glenda  L.  Temple,  clerk;  Howard  Conley;  Anne  Simmons, 
Keith  Pitts,  David  Ebersole,  and  Stacy  Carey. 

Mr.  Johnson.  I  would  like  to  bring  the  joint  hearing  of  the  Sub- 
committee on  Specialty  Crops  and  Natural  Resources  and  the  Sub- 
committee on  Environment,  Credit,  and  Rural  Development  to 
order. 

OPENING  STATEMENT  OF  HON.  TIM  JOHNSON,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  SOUTH  DAKOTA 

Mr.  Johnson.  Todays  hearing  is  the  final  in  a  series  of  hearings 
on  the  administration's  crop  insurance  reform  proposal.  I  commend 
the  administration  for  taking  a  comprehensive  approach  to  reform. 
Offering  one  program  that  combines  coverage  for  insurable  crops 
withstanding  disaster  for  noninsurable  crops  solves  many  of  the 
problems  with  the  current  program. 

The  Subcommittee  on  Environment,  Credit,  and  Rural  Develop- 
ment has  already  held  three  hearings  concerning  the  administra- 
tion's proposal,  concentrating  on  the  provisions  for  the  insurable 
crops.  Congressman  Rose  and  I  felt  that  it  was  important  to  call 

(1) 


this  joint  hearing  to  focus  on  the  crop  insurance  provisions  and 
standing  disaster  provisions  for  nonprogram  crops. 

Between  1988  and  1993,  the  Congress  funded  ad  hoc  disaster  as- 
sistance programs  every  year,  at  an  average  annual  cost  of  $1.5  bil- 
lion. Pajrments  to  producers  of  nonprogram  crops  averaged  almost 
$400  million  a  year,  or  about  25  percent  of  the  total  disaster  assist- 
ance. 

Ad  hoc  disaster  assistance  was  unpredictable  in  that  it  required 
emergency  appropriations,  which  in  turn  generally  required  large 
regional  disasters  that  were  subject  to  the  political  whims  of  the 
moment.  Producers  could  not  budget  for  it,  and  it  made  financial 
planning  for  them  and  for  lending  institutions  virtually  impossible. 

One  of  the  most  compelling  benefits  of  the  administration's  pro- 
posal is  that  for  the  first  time  producers  of  nonprogram  crops  can 
be  guaranteed  that  assistance  will  be  available  to  them  when  they 
suffer  a  crop  shortfall.  We  can  argue  if  the  benefits  are  large 
enough  or  if  all  of  the  crops  will  be  covered — and  that  is  exactly 
why  we  are  holding  this  hearing — but  the  importance  of  a  program 
that  producers  can  literally  take  to  the  bank  cannot  be  under- 
stated. 

It  is  essential  that  Congi*ess  goes  beyond  merely  restating  its  op- 
position to  ad  hoc  disaster  programs  if  this  reform  is  going  to  work. 
Part  and  parcel  of  any  effective  reform  will  have  to  include  changes 
in  budget  rules  that  will  make  ad  hoc  disaster  payments  exceed- 
ingly difficult  to  come  by.  Producers  must  be  convinced  that  an  ad 
hoc  disaster  program  is  a  tool  of  the  past. 

I  plan  on  marking  up  the  crop  insurance  reform  bill  in  about  2 
weeks.  Budget  scoring  for  the  administration's  proposal  will  be 
tight.  I  am  willing  to  accommodate  concerns  that  increase  the  costs 
of  the  program  as  long  as  we  can  find  offsets  to  pay  for  them.  I  will 
continue  to  work  with  Chairman  de  la  Garza  and  the  other  mem- 
bers of  the  committee  as  this  legislation  moves  to  full  committee. 

One  change  that  we  have  in  our  list  of  witnesses  today,  brought 
about  by  concerns  expressed  by  a  number  of  members  of  the  sub- 
committee, but  Mr.  Pomeroy  in  particular,  is  due  to  concerns  that 
we  have  relative  to  recent  actions  taken  by  our  friends  in  the 
House  Appropriations  Committee  and  the  financial  difficulties 
which  may  result  from  decisions  made  there,  difficulties  that  I 
think  it  is  not  too  extreme  to  say  may,  in  fact,  jeopardize  the 
House's  ability  to  pass  crop  insurance  reform  at  all  this  year. 

In  order  to  walk  through  the  financial  crisis  that  crop  insurance 
reform  faces  and  do  it  in  a  timely  manner,  I  am  going  to,  without 
objection  from  the  members  of  the  committee,  call  on  Chip  Conley, 
our  staff  economist,  and  Ms.  Eileen  Manfredi  from  the  Congres- 
sional Budget  Office  to  join  Ken  Ackerman  and  Grant  Buntrock 
with  us  to  walk  through  in  an  informal  way  the  financial  cir- 
cumstances we  find  ourselves  in.  And  then  we  can  open  that  up  to 
questions  or  concerns  from  the  members  of  the  subcommittees. 

I  will  recognize  any  other  opening  statements  that  members 
might  have  if  you  feel  they  are  essential.  Your  opening  statements 
are  received  for  the  record,  and  if  you  do  have  opening  statements, 
the  Chair  would  appreciate  keeping  it  brief  so  that  we  can  get  on 
expeditiously  to  consideration  of  this  additional  panel. 


[The  prepared  statements  of  Mr.  Rose,  Mr.  Sarpalius,  and  Mr. 
Barlow  follow:] 


June   9,    1994 

OPENING  STATEMENT  OF  CONGRESSMAN  ROSE 

Good  afternoon.      I   thank  everyone  for  attending  today's  joint 
hearing   with  the  Subcommittee  on   Specialty   Crops   and  Natural 
Resources   and  the   Subcommittee   on  Environment,   Credit  and  Rural 
Development.     The  purpose  of  today's  meeting  is  to  review  the 
Administration's   proposal   to   reform   the   Federal    Crop   Insurance 
Program  and  to  gain   a   better  understanding   of  how  the  proposed 
reform^  will   impact   specialty  crops. 

I   support  the  intent   of  crop  insurance  reform.      However, 
several   questions  remain   as   to   how  certain  commodities   will   be 
covered.     The  program,   logically,   has  a  bias  towards  addressing  the 
disaster  concerns  of  annual,   row  crops,   but  any  attempt  to  create  a 
sound   crop   insurance  program   for  the   future   must   also  recognize   and 
address   the   long-term  needs   of  perennial  crops   such   as  tree  fruit   and 
nursery  crops.     I  do   not  think  the  plan  as  currently  drafted 
recognizes   the  unique  qualities   and   needs   of  many   specialty  crops. 

I  know  many  of  the  concerns  voiced  by  specialty  crop  grower 
groups   could   possibly   be   addressed   through   "interpretation"    by   the 
Department.      But  recent  disaster  experiences   in  Florida,   Iowa  and 
Hawaii,  that  were  the  subject  of  a  hearing  by  the  Specialty  Crops 
Subcommittee   earlier  this   Congress,   have   made   us   painfully   aware   of 


the    problems    associated    with    relying    upon    the    Department's 
interpretation    of   existing    laws. 

I   look   forward  to   hearing  testimony  today  that   will   help  to 
shape  this   laudable   reform  effort,   and   I   look   forward  to  using  this 
hearing  today   to  give   further  and  clearer  definition  to  the  goals   and 
provisions   of  improving  the  efficiency  and  the  efficacy   of  disaster    /f 
assistance   for  US.   farmers. 


i:/'- 
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Congressman  Bill  Sarpalius 
June  9,  1994 

Thank  you  Mr.  Chairman  for  taking  this  opportunity  to 
have  a  hearing  to  review  the  impact  on  specialty 
crops  of  the  Administration's  crop  insurance  reform 
proposal.     An  effective  crop  insurance  program  is 
important  Jo  all  farmers  for  individual  protection 
and  to  provide  stability  within  the  market  to  ensure 
cheap  food  and  fiber  prices  for  the  American  people. 
An  effective  program  is  one  that  will  maximize 
benefit  to  the  producers  with  low  costs  to  the 
producers  and  the  taxpayers. 

In    the  past,     USDA  has    faced  difficulties  in 
administering  disaster  assistance    for  nonprogram 
crops,   such    as    fruits    and  vegetables.       The 
Administration  can  take  several  actions  that  would 
improve  the  crop  insurance  proposal  and  better  manage 


assistance  for  specialty  crops.    The  Administration's 
proposal   is  an  important  step  in  the  right  direction 
to    ensure    effective  risk  management    for    all 
producers. 

Again,   Mr.   Chairman,   thank  you  for  having  this 
hearing  today.   I  certainly  look  forward  to  hearing 
from  our  witnesses  regarding  their  suggestions  as  to 
how  to  best  manage  specialty  crops  within    the 
Administration  crop  insurance  proposal. 
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STATEMENT  BY  THE  HONORABLE  TOM  BARLOW  BEFORE  THE  ENVIRONMENT, 

CREDIT  AND  RURAL  DEVELOPMENT  SUBCOMMITTEE  AND  THE  SPECIALTY  CROPS 

AND  NATURAL  RESOURCES  SUBCOMMITTEE 

JUNE  8,  1994 

Mr.  Chairman,  thank  you  for  holding  this  hearing.  I  applaud 
the  Administration  for  coming  forward  with  this  proposal  for  reform 
of  federal  crop  insurance,  H.R.  4217.  I  look  forward  to  working 
with  the  Subcommittee  and  Committee  toward  passage  of  legislation 
to  improve  crop  insurance.  Farmers  shoulder  one  of  the  riskiest 
businesses,  making  a  bet  each  year  against  insects,  disease  and  the 
weather.  We  owe  it  to  our  farmers  to  provide  a  safety  net  when 
disaster  strikes.  I  look  forward  to  completing  these  hearings  and 
passage  of  legislation  to  improve  our  crop  insurance.  A  sound, 
careful  crop  insurance  structure  is  one  of  the  ways  we  can  ensure 
the  survival  of  the  family  farm.  One  bad  year  should  not  cost  a 
producer  his  or  her  operation.  Yet  in  today's  highly  competitive, 
investment  intensive  farming,  with  loan  payments  the  order  of  the 
day,  this  can  happen  in  a  year  of  natural  disaster.  Most  agree 
that  our  current  crop  insurance  system  does  not  establish  a 
satisfactory  level  of  financial  protection  for  farm  households. 

The  current  crop  insurance  system  currently  loses  money 
roughly  $700  million  a  year.  The  U.S.  spends  approximately  an 
additional  $1  billion  per  year  for  ad  hoc  disaster  assistance.  But 
for  all  the  money  we  spend  to  help  farmers- -almost  $2  billion 
annually- -we  don't  have  a  fair,  effective,  reliable  and  cost 
efficient  system.  The  lack  of  a  reliable  and  cost  efficient  system 
hurts  farmers  applying  for  loans  and  leads  to  uncertainty  in  times 
of  trouble.  It  is  time  to  establish  a  sensible,  cost  efficient  and 
effective  crop  insurance  program. 

I  believe  that  the  basic  framework  of  the  Administration 
proposal  is  sound.  The  proposed  changes  will  remove  the 
uncertainty  and  the  unfairness  of  the  current  process  without 
reducing  the  needed  levels  of  assistance  producers  receive. 
However,  there  are  a  number  of  issues  that  still  need  to  be 
explored. 

I  am  concerned  among  other  things  that  Congress  not  give  up 
its  ability  to  help  producers  on  an  ad  hoc  basis  before  we  learn 
how  well  the  new  system  works.  It  must  be  absolutely  certain  that, 
in  the  face  of  a  natural  disaster,  producers  in  need  will  receive 
the  assistance  they  require  in  a  timely  manner. 

Also,  we  need  to  ensure  help  to  producers  who  are  willing  to 
innovate  with  non-standard  and  non-program  crops.  We  in  Kentucky 
are  moving  to  diversify  our  agricultural  base  in  order  to  improve 
farm  income  and  the  ability  to  withstand  problems  in  a  year  with 
any  one  crop.  But  growing  new  crops  requires  significant 
investment  and  entails  considerable  risk,  especially  in  early  years 
of  trial  and  error. 

Let  me  focus  on  one  area  where  Kentucky  farmers  have  sought  to 


diversify.  There  are  only  a  handful  of  apple  and  pear  orchards  in 
Western  and  Southern  Kentucky.  One  of  our  orchard  operations, 
owned  by  Dudley  and  Margaret  Lacy  of  Christian  County,  has  in  the 
past  been  unable  to  get  federally  reinsured  insurance  for  their 
apples  and  pears  exactly  because  there  are  so  few  orchards  in  the 
area.  This  past  year  they  lost  nearly  half  of  their  crop  in  a 
storm,  but  received  no  assistance  whatsoever.  This  shortcoming  in 
the  current  insurance  program  sends  a  message  to  people  who  want  to 
break  new  ground  not  to  bother,  because  the  government  doesn't  care 
to  be  there  in  their  initial  years  of  trial  and  greatest  risk.  We 
need  to  reduce  the  risk  of  disaster  for  these  pioneering  producers 
if  we  want  to  give  them  a  chance  to  find  alternatives  to 
traditional  cash  crops. 

Again,  I  look  forward  to  working  with  the  Administration,  the 

Subcommittee  and  the  Committee  on  these  and  other  issues.  Thank 
you,  Mr.  Chairman. 
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Mr.  Johnson.  Mr.  Barrett. 

Mr.  Barrett.  Thank  you,  Mr.  Chairman. 

In  the  interests  of  time,  let  me  simply  say  I  appreciate  the  oppor- 
tunity that  you  have  given  us  in  this  joint  hearing  to  focus  on  spe- 
cialty crops  which  supporters,  of  course,  would  like  to  be  included 
in  Federal  crop  insurance.  And  a  moment  to  thank  also  those  who 
have  come  to  testify  before  us  today.  I  look  forward  to  the  testi- 
mony. 

Thank  you,  Mr.  Chairman. 

Mr.  Johnson.  Are  there  any  other  members  who  feel  compelled 
to  offer  an  opening  statement  at  this  point? 

All  right.  We  will  move  on  then  to,  in  addition  to  our  scheduled 
panel — and  I  wonder — Mr.  Conley,  why  don't  you  lead  off  with  a 
walk-through?  And  then  we  will  have  your  points  elaborated  upon 
by  Ms.  Manfredi,  Mr.  Ackerman,  and  Mr.  Buntrock  as  need  be. 

STATEMENT  OF  HOWARD  (CfflP)  CONLEY,  STAFF  ECONOMIST, 
HOUSE  COMMITTEE  ON  AGRICULTURE 

Mr.  CONLEY.  Thank  you,  Mr.  Chairman. 

I  will  attempt  to  explain  the  situation  we  have  at  present  with 
what  we  expect  the  Agriculture  appropriations  subcommittee  action 
to  be  as  regards  the  Federal  Crop  Insurance  Corporation  and  then 
the  budget  implications  that  has  for  the  crop  insurance  reform  pro- 
posal that  the  administration  has  advanced. 

The  Agriculture  appropriations  subcommittee  has  recommended 
funding  for  the  FCIC  administration  and  operations  account  of 
about  $73  million  for  fiscal  year  1995.  Now  this  covers  only  the  sal- 
aries and  expenses  for  Federal  crop  insurance.  An  additional 
amount,  $213  million  for  reimbursements  to  crop  insurance  agents 
for  commissions  and  expenses,  which  has  been  appropriated  in  past 
years,  has  not  been  provided. 

Now  this  action  is  contrary  to  the  President's  proposal  for  reform 
of  crop  insurance.  The  President  has  proposed  appropriating  the 
full  amount,  approximately  $285  million,  for  administration  and 
operation  in  1995,  and  in  fiscal  year  1996  making  the  $213  million 
for  reimbursements  mandatory  spending. 

They  further  propose  to  offset  the  increase  in  the  mandatory 
spending  by  a  reduction  in  the  appropriations  caps  by  an  equal 
amount.  The  appropriations  subcommittee  did  not  reduce  the  cap 
limiting  appropriations,  $213  million  for  fiscal  year  1995,  probably 
for  a  number  of  reasons,  but  certainly  because  they  received  a  re- 
duced allocation  for  the  subcommittee's  bill  of  about  $1.1  billion 
below  the  1994  level.  And,  instead,  they  used  the  money  freed  up 
by  not  lowering  the  cap  to  fund  other  programs. 

The  resulting  situation  is  that  enacting  the  proposed  reform 
would  result  in  a  cost  of  at  least  $400  million  over  5  years.  That 
is  essentially  the  situation  we  have.  The  original  proposal  would 
have  probably  resulted  in  a  savings  in  the  neighborhood  of  $200 
million,  $300  million  as  originally  provided  by  the  administration. 

Do  you  have  anything  to  add  to  that? 

Ms.  Manfredi.  No. 

Mr.  Johnson.  So  what  we  have  is  a  proposal  that  began  as  a 
$300  million  savings  and  turned  into  a  $400  million  well  of  red 
ink? 
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Mr.  CONLEY.  Yes. 

Mr.  Johnson.  Ms.  Manfredi,  do  you  have  an3rthing  that  you 
would  want  to  elaborate  on  relative  to  that? 

Ms.  Manfredi.  The  only  other  point  that  I  would  like  to  make 
is  that  if  no  legislation  is  passed  and  if  the  appropriations  action 
continues  and  is  passed  in  the  Senate  in  the  conference  version, 
then  there  is  no  crop  insurance  program  for  crop  year  1995,  be- 
cause there  is  no  way  to  fund  the  payments  to  the  insurers. 

Mr.  Johnson.  So,  apart  from  our  reform  bill,  we  also  fmd  the 
1995  crop  insurance  existing  program  in  jeopardy  as  we  sit  here 
today,  is  that  correct? 

Ms.  Manfredi.  Correct. 

Mr.  Johnson.  Mr.  Ackerman,  has  the  administration  come  for- 
ward with  any  recommendations,  one,  about  the  1995  crop  year 
problem? 

And,  second,  where  do  we  go  from  here,  I  guess  between  you  and 
Mr.  Buntrock,  but  your  being  more  directly  involved  in  the  nuts 
and  bolts  here.  Where  do  we  go  from  here? 

Mr.  Ackerman.  Mr.  Chairman,  certainly  this  is  an  issue  of  great 
concern,  and  USDA  and  the  administration  are  communicating 
with  the  Appropriations  Committee  separately  on  this  matter.  Be- 
cause, obviously,  the  decision  on  the  crop  insurance  appropriation 
effects  many  other  accounts  within  USDA.  So  we  are  dealing  de- 
partmentwide  with  the  Appropriations  Committee  on  this  matter. 

As  Mr.  Conley  and  Ms.  Manfredi  have  pointed  out,  if  the  current 
action  stands,  if  it  is  not  modified  in  any  way,  it  creates  a  problem 
in  both  going  backwards  and  a  problem  in  going  forward. 

We  had  originally  proposed  that  a  part  of  the  discretionary  budg- 
et, the  approximately  $213  million  per  year  that  funds  the  expense 
reimbursement  to  the  reinsured  companies,  be  moved  from  the  dis- 
cretionary side  to  the  mandatory  side.  We  had  proposed  that  that 
be  done  in  a  budget  neutral  way,  that  it  be  moved  and  that  the  dis- 
cretionary cap  be  adjusted  accordingly.  Therefore,  it  would  be  budg- 
et neutral. 

What  has  occurred  is  that  the  funding  was  simply  eliminated 
from  the  crop  insurance  budget.  But,  as  we  understand  it,  the  cap 
was  not  adjusted. 

I  understand  the  full  Appropriations  Committee  is  meeting  as  we 
speak  during  the  day.  We  don't  know  the  outcome  of  those  meet- 
ings. 

As  Ms.  Manfredi  pointed  out,  as  it  stands,  that  would  mean  that 
if  crop  insurance  reform  legislation  does  not  pass  then  we  have  no 
budget  for  the  expense  of  reimbursement  to  the  reinsured  compa- 
nies, and  that  is,  obviously,  one  of  the  essential  elements  of  the 
crop  insurance  program.  We  could  not  run  a  program  under  those 
circumstances. 

As  far  as  moving  forward,  it  does  now  create  a  new  budget-scor- 
ing wrinkle  on  the  crop  insurance  reform  legislation.  As  you  know, 
it  is  essential  that  this  legislation  be  at  least  budget  neutral.  We 
have  proposed  a  package  which  we  project  produces  savings,  which 
we  want  to  do.  But  as  a  matter  of  the  parliamentary  rules  of  the 
House  and  Senate,  it  must  at  least  be  budget  neutral  in  order  to 
satisfy  various  parliamentary  standards. 
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Under  what  has  occurred,  because  the  expense  reimbursement 
has  been  added  to  the  mandatory  side  under  the  text  of  the  bill, 
or  would  be  under  the  text  of  the  bill,  and  has  not  been  eliminated 
from  the  discretionary  side,  that  essentially  adds  approximately 
$200  million  per  year  to  the  scoring,  which  would  place  our  bill  po- 
tentially over  budget  as  it  now  stands  in  the  outyears. 

I  believe  in  the  first  year,  for  1995,  it  would  place  it  very  close 
to  dead  even,  and  then  in  the  outyears  it  would  be  significantly 
over  budget.  Obviously,  this  means  that  we  must  take  a  very  close 
look  at  the  legislation.  This  is  a  problem  that  we  have  to  solve. 

Mr.  Johnson.  Mr.  Barrett,  do  you  have  any  questions? 

Mr.  Barrett.  Not  at  this  time.  A  little  later. 

Mr.  Johnson.  Mr.  Pomeroy — and  the  Chair  wants  to  commend 
Mr.  Pomeroy's  calling  the  possibility  of  directing  this  issue  in  the 
context  of  this  hearing  to  the  Chair's  attention. 

Mr.  Pomeroy.  Mr.  Chairman,  I  want  to  commend  you,  because 
for  all  of  the  many  things  that  require  our  attention  and  discussion 
and  debate  on  crop  insurance  reform,  this  is  the  first  hurdle  to  be 
dealt  with  before,  really,  any  of  the  other  discussions  are  even  rel- 
evant, I  think. 

So  to  underscore  exactly  how  bad  we  are  off  at  the  present  time: 
The  budget  has  passed.  The  budget,  therefore,  changes  the  future 
possibility  of  obtaining  disaster  relief  by  putting  on  a  pay-go  basis. 
Is  that  correct? 

Mr.  Ackerman.  The  change  in  the  budget  that  has  occurred  so 
far  as  the  baseline  adjustment  in  the  congressional  budget  resolu- 
tion, the  added  step  of  actually  changing  the  Budget  Enforcement 
Act  to  make  it  more  difficult  to  pass  future  disaster  bills  has  not 
yet  passed.  That  would  pass  as  part  of  the  crop  insurance  reform 
package. 

Mr.  Pomeroy.  All  right.  I  am  relieved  to  hear  that. 

Mr.  Johnson.  We  have  not  reached  any  irrevocable  point  as  yet. 

I  recognize  the  gentleman  from  Missouri. 

Mr.  VOLKMER.  I  am  just  trying  to  figure  this  out.  We  are  not 
talking  about  any  more  or  any  less  money,  are  we? 

Mr.  Ackerman.  We  are. 

Mr.  Volkmer.  Actual  spending  of  money  by  any  accounting  pro- 
cedure? 

Mr.  Ackerman.  The  others  will  correct  me  if  I'm  wrong,  but  it 
is  real  money  that  we  are  talking  about. 

What  has  occurred  is  that  our  original  request  was  that  for  the 
discretionary  side  account,  the  salaries  and  expenses  account  be- 
fore appropriations,  that  the  Crop  Insurance  Corporation  be  given 
some  $72  million  for  our  agency  salaries  and  expenses  plus  about 
$213  million  for  the  expense  reimbursement  to  the  companies. 

What  has  occurred  is  that  we  were  provided  the  $72  million  for 
FCIC,  but  the  money  for  the  reinsured  companies,  the  $213  mil- 
lion, was  not  provided.  As  I  understand  it,  because  the  discre- 
tionary cap  was  not  adjusted,  that  $213  million  was  essentially 
spent  on  other  programs. 

To  move  forward  with  crop  insurance  reform  at  this  point,  part 
of  that  package  would  be  some  way  of  providing  expense  reim- 
bursement to  the  companies.  That  means  that  $200-odd  million  is 
going  to  have  to  come  from  some  place. 
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Mr.  VOLKMER.  Stop  right  now  just  for  a  minute.  Now  are  we 
talking  about  activities  of  the  Agriculture  appropriations  sub- 
committee that  are  ongoing  right  now? 

Mr.  ACKERMAN.  Yes. 

Mr.  VOLKMER.  All  right.  Now,  what  you  have  told  me  so  far  is 
that  instead  of  appropriating  the  money  for  the  institutions  or  in- 
surance companies  that  run  the  program,  actually  make  the  pay- 
ments and  everything,  they  have  taken  the  money  and  placed  that 
money  someplace  else  in  other  programs  within  USDA? 

Mr.  ACKERMAN.  That  is  our  understanding.  Yes. 

Mr.  VoLKMER.  All  right.  And  there  has  been  no  money  appro- 
priated. So  what  they  will  have  to  do  is  just  go  back  and  take  that 
money  and  put  it  back  where  it  was.  Why  can't  they  do  that? 

Mr.  ACKERMAN.  I  think  that  question  is  being  posed  to  them  by 
persons  other  than  myself. 

Mr.  VoLKMER.  Chip,  is  that  correct?  That  is  basically  what  we 
are  talking  about? 

Mr.  CONLEY.  Mr.  Volkmer,  the  appropriations  subcommittee  has 
broad  discretion  as  to  how  they  spend  their  allocation. 

Mr.  Volkmer.  I  understand  that.  But  if  they  don't  do  anything, 
if  they  just  leave  it  the  way  it  is,  there  will  be  no  money  no  matter 
what  we  do  here.  There  is  going  to  be  no  money  appropriated  for 
the  insurance  companies  to  operate  the  program,  correct? 

Mr.  CONLEY.  That  is  correct. 

Now,  we  can  do  things  that  will  provide  the  insurance  company 
money  to  operate  the  programs.  But  it  would  not  be  appropriated 
money,  and  it  would  have  to  come  out  of  resources  that  the  com- 
mittee has. 

Mr.  Volkmer.  Well,  where  are  you  going  to  get  the  money  then? 
Are  you  going  to  take  premium  money  and  use  that  or  something? 

Mr.  Conley.  There  is  money  within  the  bill.  Some  of  the  provi- 
sions of  the  bill  conceivably  could  be  changed.  There  is  also  money 
in  the  Commodity  Credit  Corporation  spent  for  price  programs  that 
could  be  used. 

Mr.  Volkmer.  Are  you  going  to  take  it  away  from  wheat  or  com 
or  rice?  Or  which  one  do  you  want? 

Mr.  Conley.  I  don't  have  a  specific  proposal,  Mr.  Volkmer. 

Mr.  Volkmer.  Yes,  but  that  is  what  you  are  talking  about. 

Mr.  Conley.  That  is  what  it  would  amount  to,  yes,  sir. 

Mr.  Volkmer.  I  don't  think  that  is  going  to  run  too  well  in  this 
committee,  to  be  honest  with  you. 

But  what  you  just  told  me  is  that,  basically,  the  Appropriations 
Committee  stands  firm  on  what  they  have  done  and  does  no  dif- 
ferent, and  we  can't  change  it  on  the  floor  or  anything,  and  there 
are  no  funds  to  operate  a  crop  insurance  program  beginning  Octo- 
ber 1. 

Mr.  ACKERMAN.  That  is  correct. 

One  other  piece  on  the  table,  however,  is,  in  fact,  the  crop  insur- 
ance reform  legislation  which  is  funded  on  the  mandatory  side,  if 
savings  or  changes,  as  Mr.  Conley  mentioned,  changes  in  that  leg- 
islation can  be  developed  so  that  it  can  come  in  within  budget  and 
still  provide  that  amount  of  money. 

Mr.  Volkmer.  In  other  words,  what  you  are  trjdng  to  tell  me  is 
that  the  Appropriations — the  subcommittee  and  the  Appropriations 
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Committee  is  trying  to  tell  the  Agriculture  Committee  that  you 
have  got  to  pass  the  new  Federal  crop  insurance  program  for  the — 
we  have  to  pass  a  new  law  if  you  want  one.  That  is  basically  what 
they  are  saying.  Maybe  we  will  just  wait  and  see  what  happens. 

Mr.  Allard.  Mr.  Chairman. 

Mr.  VOLKMER.  They  have  gone  down  the  gulf  on  us  is  what  they 
have  done. 

Mr.  Johnson.  The  Chair  would  caution  that  while  there  is  cause 
for  concern  about  what  has  transpired  up  to  this  point  that  things 
are  not  a  done  deal  with  the  Appropriations  Committee  either,  that 
the  Appropriations  Committee  is  meeting  now.  The  administration 
has  been  sharing  its  concerns  with  Members  of  the  Appropriations 
Committee  about  complications  that  the  previous  decisions  have 
made. 

So  I  don't  know  that  this  is  a  matter  of  going  to  war  at  this 
point.  But  it  is  a  matter  of  sharing  our  concerns  with  the  Appro- 
priations Committee. 

At  the  same  time,  of  course,  the  Senate  is  going  to  be  moving  on 
a  markup  before  we  will  on  crop  insurance,  and  they  have,  obvi- 
ously, their  own  appropriations  questions.  And,  ultimately,  this  en- 
tire matter  goes  to  an  appropriations  conference  committee  as  well. 
So  we  are  at  very  early  stages  here. 

But  I  think  decisions  made  to  this  point  are  sufficiently  serious 
that  it  is  appropriate  that  this  subcommittee  and  our  Agriculture 
Committee  in  general  raise  a  red  flag  very  quickly  about  what 
could  become — not  necessarily  will — but  what  could  become  a  very 
serious  problem. 

Yes,  Mr.  Allard. 

Mr.  Allard.  Mr.  Chairman,  the  budget  resolution  divides  out  be- 
tween discretionary  spending  and  mandatory  spending.  So  that  ad- 
justment was  not  made  in  the  budgetary  resolution.  So  then  what 
the  appropriators  have  said  is  that  we  are  not  willing  to  give  up 
the  discretionary  side  and  let  you  move  it  to  the  mandatory  side. 
In  which  case  if  we  moved  it  over  to  the  mandatory  side  then  it 
becomes  the  jurisdiction  of  the  committee  of  reference,  which  would 
be  this  committee,  the  Agriculture  Committee. 

So  it  seems  to  me  that — 1  mean,  how  are  we  going  to  get  this 
done  without  locking  horns  with  the  appropriators?  It  seems  to  me 
that  we  are  going  to  have  to — it  is  the  only  place  you  are  going  to 
get  your  money. 

Mr.  Johnson.  Any  comment  from  the  panel.  Chip. 

Mr.  CONLEY.  Mr.  Allard,  I  think  the  inference  I  would  draw  is 
that,  by  the  Appropriations  Committee  action,  they  have  essen- 
tially deferred  or  waived  jurisdiction  over  the  provision  of  moneys 
for  reimbursements  to  companies.  They  have  not  transferred  the 
money  to  do  that. 

My  impression  is,  from  talking  to  Appropriations  Committee 
staff,  is  that  if  this  committee  comes  up  with  the  money  to  provide 
those  reimbursements,  the  jurisdiction  is  ours,  if  I  understand  your 
question. 

Mr.  Allard.  So  where  do  we  get  that  money? 

Mr.  CONLEY.  That  was  the  question  I  was  raising  earlier  with 
Mr.  Volkmer. 
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Mr.  Allard.  So  what  they  have  done  is  they  have  refused  to 
transfer  that  from  discretionary  to  mandatory. 

Mr.  CONLEY.  That  is  correct. 

Mr.  Allard.  So  they  have  said,  frankly,  we  are  not  wiUing  to 
give  up  our  jurisdiction  on  this. 

Mr.  CoNLEY.  They  are  not  giving  up  the  spending  jurisdiction. 
They  may  give  up  the  legislative  jurisdiction.  Yes,  sir,  that  is  cor- 
rect. 

Mr.  Allard.  Thank  you,  Mr.  Chairman. 

Mr.  Johnson.  Any  other  members  of  the  panel  wish  to  comment 
or  ask  a  question? 

Mr.  Lewis,  the  gentleman  from  Florida. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  want  to  thank  you  and  Chairman  Rose  for  hav- 
ing this  hearing  today  to  highlight  the  unique  needs  of  the  spe- 
cialty crops  in  terms  of  disaster  assistance.  I  also  appreciate  the 
administration's  open  door  to  discuss  our  concerns,  and  Mr.  Acker- 
man  and  his  staff  certainly  have  cooperated. 

I  have  a  couple  of  general  questions  I  would  like  to  ask,  if  I  may. 
I  would  like  to  know  what  efforts  are  being  made  by  USDA  to  edu- 
cate growers  and  producers  about  the  proposal. 

Mr.  ACKERMAN.  Mr.  Lewis,  we  have  had  a  number  of  meetings 
around  the  country  on  this  proposal  so  far.  We  are  planning,  once 
this  legislation  reaches  a  more  final  stage,  to  launch  a  fairly  exten- 
sive and  coordinated  public  education  drive  on  it,  working  with 
other  arms  of  USDA,  plus  the  producer  organizations,  plus  the  in- 
surance companies. 

It  is  very  important  that  all  farmers  be  aware  of  this  program, 
not  only  those  in  the  crop  insurance  program  but  those  who  have 
been  in  the  disaster  programs  in  the  past,  because  everyone  is  af- 
fected. But  we  plan  to  stress  this  very  hard,  the  need  for  a  public 
education  program,  and  be  very  visible  on  this. 

Mr.  Lewis.  I  would  like  for  you  to  walk  us  through  a  hypothetical 
situation. 

Let's  say  a  hurricane  hits  south  Florida  and  destroys  the  straw- 
berry crops  in  Dade  and  Broward  Counties.  How  will  a  strawberry 
producer  receive  payment? 

Mr.  ACKERMAN.  A  strawberry  producer,  since  strawberries  are 
one  of  the  uninsured  crops,  they  would  receive  payment  under  the 
standing  disaster  program  that  is  created  under  this  legislation. 

The  way  that  works,  the  standing  disaster  program  has  what  we 
call  an  area  trigger.  If  losses  in  the  given  area  are  more  than  35 
percent  in  that  crop,  then  each  individual  strawberry  grower  would 
be  entitled  to  a  disaster  pajrment  calculated  at  50  percent  of  yield, 
60  percent  of  price.  The  idea  is  that  disaster  payment  is  based  on 
the  same  standards  as  the  catastrophic  coverage  and  the  insurance 
program.  We  wanted  them  to  be  even  and  fair. 

Mr.  Johnson.  If  the  gentleman  will  suspend  just  a  moment,  we 
were  focusing  primarily  on  the  fiscal  problems  facing  crop  insur- 
ance reform  right  now  and  appreciate  it  very  much,  the  attendance 
of  Ms.  Manfredi  joining  us  here  for  that  specific  purpose.  If  there 
are  no  further  questions  relative  to  that  issue,  if  the  gentleman 
would  permit  the  gentleman  from  Missouri  to  back  up  and  ask  a 
question  relative  to  the  fiscal  situation,  we  will  take  care  of  that 
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and  then  we  can  excuse  Ms.  Manfredi  and  Mr.  Conley  and  get  on 
again  with  the  substance  of  the  crop  insurance  issue,  which  I  be- 
Heve  the  gentleman  from  Florida  has  very  serious  questions  about. 

The  gentleman  from  Missouri. 

Mr.  VOLKMER.  This  goes  to  the  monetary  question.  At  one  time, 
back  in  the  1950's,  the  Federal  crop  insurance  was  sold  through 
their  own  employees.  The  Federal  crop  did  it  itself.  And  there  was 
a  well-remembered  proposal  back  in  1978  when  we  set  this  whole 
thing  up.  There  was  a  proposal  that  ASCS  Office  of  Personnel  do 
it. 

Now  if  we  let  USDA  personnel  instead  of  the  insurance  compa- 
nies not  only  sell  the  insurance  but  handle  the  claims  and  every- 
thing else,  where  does  that  put  us  as  far  as  a  budget  is  concerned? 

Mr.  Conley.  Mr.  Volkmer,  that  has  not  been  an  option  that  has 
been  looked  at.  Clearly,  some  of  the  expenses  that  are  now  going 
to  the  agents  would  have  to  go  to  Government  USDA  personnel.  I 
don't  know  whether  without  this  $213  million  there  would  be  suffi- 
cient money  to  cover  that  or  not.  I  don't  know  what  other  implica- 
tions  

Mr.  Volkmer.  We  have  the  existing  personnel. 

Mr.  Conley.  Yes,  sir,  we  do.  I  don't  know  if  we  have  sufficient 
numbers  of  personnel  or  sufficient  training  for  them  to  sell  and  ad- 
just crop  insurance. 

Mr.  AcKERMAN.  I  would  just  point  out  that  under  our  proposal, 
personnel  at  those  county  offices  would  be  selling  catastrophic  lev- 
els of  crop  insurance,  but  we  have  not  proposed  that  they  sell  buy- 
up  insurance,  regular  levels  of  crop  insurance.  Even  preparing  for 
them  to  sell  the  catastrophic  level  as  a  budgetary  matter  has  been 
something  that  has  been  very,  very  challenging  to  work  through. 
But  that  is  our  proposal  right  now. 

Mr.  Volkmer.  In  other  words.  Chip,  you  are  saying  off  the  cuff 
you  don't  think  we  will  have  any  savings? 

Mr.  Conley.  No,  sir.  I  just  can't  tell  you  if  it  does  or  what  they 
are.  It  may  be,  but  it  also  may  not  be  as  well. 

Mr.  Volkmer.  All  right.  Thank  you. 

Mr,  Johnson.  Any  additional  questions  specifically  on  the  fiscal 
circumstances? 

Mr.  Pomeroy. 

Mr.  Pomeroy.  I  would  direct  this  to  whomever  on  the  panel 
would  care  to  respond,  Mr.  Chairman.  If  the  action  by  the  Appro- 
priations Committee  is  a  signal  to  us  that,  as  we  construct  the  leg- 
islation, we  are  to  pull  from  the  mandatory  spending  that  which  is 
required  to  make  up  for  the  money  that  they  have  withdrawn  from 
the  program,  essentially,  what  would  be  affected,  as  I  understand 
it,  would  be  the  premium  subsidy  to  the  farmer.  I  mean,  we  would 
have  to  take  from  that  mandatory  side,  reducing  premium  sub- 
sidies in  order  to  cover  the  lost  discretionary  funds.  Is  that  correct? 

Mr.  Conley.  Mr.  Pomeroy,  that  would  be  one  option. 

Mr.  Pomeroy.  Well,  part  of  the  attraction  to  the  whole  reform  ef- 
fort was  the  subsidized  buy-up,  particularly  to  the  growers  that  I 
represent.  And,  in  essence,  that  completely  kicks  the  pins  out  from 
under  much  of  the  benefit  to  be  drawn  from  the  whole  reform  ini- 
tiative. 
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But  were  there  discussions  between  appropriations  staff  and  the 
administration  or  the  authorizing  committee  prior  to  this  very  dra- 
matic cut  being  imposed? 

Mr.  CONLEY.  Speaking  for  the  committee  staff,  Mr.  Pomeroy, 
they  informed  us  of  the  severity  of  their  budget  situation,  and  they 
told  us  they  were  going  to  have  to  look  at  all  manner  of  things.  But 
there  was  no  negotiation  of  what  they  would  do  in  specific  and  ap- 
proval on  the  part  of  the  committee  staff.  We  understood  their  situ- 
ation, but  we  weren't  suggesting  that  they  do  one  thing  or  another. 

Mr.  Pomeroy.  The  administration. 

Mr.  ACKERMAN.  There  were,  obviously,  contacts  between  the  ad- 
ministration generally. 

Speaking  for  FCIC,  we  testified  before  the  Appropriations  Com- 
mittee. We  did  not  know  at  FCIC  specifically  about  this  change 
with  respect  to  the  cap  adjustment  until  once  the  committee  had 
met. 

I  would  only  comment  on  your  other — Mr.  Pomeroy,  on  your 
other  point  about  the  subsidy  levels  under  the  buy-up  coverage. 

I  recall  we  had  similar  conversations  when  we  were  discussing 
the  budget  baseline  issue  as  to  whether  it  would  be  appropriate  to 
approve  less  than  a  full  billion  dollars  baseline  adjustment.  And 
our  view  at  that  time  was  that  the  full  billion  dollars  baseline  ad- 
justment was  necessary  because  we  felt  that  the  levels  of  coverage 
under  the  reform  proposals,  both  the  levels  of  catastrophic  coverage 
and  the  levels  of  buy-up  coverage  and  the  levels  of  subsidy  for  buy- 
up  coverage,  were  well-thought-out  and  necessary.  And  that  is  still 
our  view. 

Mr.  Pomeroy.  Thank  you. 

Mr.  Johnson.  Any  concluding  questions  or  comments  that  the 
panel  has? 

Mr.  Ewing. 

Mr.  Ewing.  Thank  you,  Mr.  Chairman. 

In  the  agriculture  budget  now  being  considered,  they  have  made 
some  increases  in  different  programs;  is  that  not  correct?  Like  the 
WIC  program? 

Mr.  Conley.  Mr.  Ewing,  that  is  my  understanding.  Two  or  three, 
maybe  four  or  five  programs  that  have  received  any  increase.  WIC 
is  one  of  them.  I  think  meat  inspection  is  another.  I  can't  recall  the 
others. 

Mr.  Ewing.  None  probably  for  operating  programs  for  operating 
farmers,  though? 

Mr.  Conley.  I  think  not,  with  the  possible  exception  being 
maybe  one  of  the  rural  housing  programs. 

Mr.  Ewing.  Thank  you. 

Mr.  Johnson.  The  Chair  thanks  Ms.  Manfredi  and  you  too.  Chip, 
for  your  contribution,  rather  impromptu  panel  that  we  have  orches- 
trated here.  I  don't  think  anybody  is  satisfied  but,  hopefully,  some- 
what enlightened  over  the  circumstances  that  we  face  at  this  point. 

But  Ms.  Manfredi,  I  know  that  you  in  particular  have  other  com- 
mitments that  you  need  to  make  your  way  to  and  thank  you. 

With  that,  we  will  return  to  the  original  agenda  of  the  sub- 
committee. Mr.  Grant  Buntrock,  who  is  Administrator  of  the  Agri- 
cultural Stabilization  and  Conservation  Service  at  USDA  in  Wash- 
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ington,  and  Mr.  Ken  Ackerman,  Manager  of  the  Federal  Crop  In- 
surance Corporation  at  USDA. 

Welcome  to  you  both.  We  will  have  you  proceed  with  your  state- 
ments which  you  may  choose  to  summarize  any  way  that  you  wish. 
Your  full  statements  are  received  for  the  record,  and  then  we  will 
proceed  from  there  with  questions  from  the  members  of  the  sub- 
committees, including  Mr.  Lewis,  who  would  continue  with  his  in- 
quiries. 

STATEMENT  OF  GRANT  BUNTROCK,  ADMINISTRATOR,  AGRI- 
CULTURAL STABILIZATION  AND  CONSERVATION  SERVICE, 
U.S.  DEPARTMENT  OF  AGRICULTURE 

Mr.  BuNTROCK.  Thank  you,  Mr.  Chairman. 

After  the  discussion  that  I  just  heard  in  terms  of  the  budget,  I 
hope  that  we  can  proceed  from  here  with  this  bill. 

I  want  to  thank  you  for  the  opportunity — you,  as  well  as  all 
members  of  the  subcommittees — for  holding  this  hearing  and  giv- 
ing us  the  opportunity  to  appear  before  you  today. 

I  also  want  to  take  this  opportunity  to  reemphasize  and  express 
my  support  on  behalf  of  the  Secretary  and  also  express  apprecia- 
tion to  the  chairman  of  the  committee  as  well  as  other  members 
for  cosponsoring  this — what  I  consider  to  be  a  very  important  bill. 

As  the  Administrator  of  an  agency  who  has  basically  been  in- 
volved very  heavily  in  the  administration  of  the  ad  hoc  or  so-called 
ad  hoc  disaster  assistance  programs,  I  don't  think  we  can  empha- 
size enough  the  importance  of  this  legislation  and  what  it  would 
mean,  not  only  from  the  standpoint  of  much,  much  better  adminis- 
tration of  disaster  programs,  not  to  mention  what  it  means  to  the 
producer  out  there  with,  as  you  indicated  earlier,  Mr.  Chairman, 
the  assurance  of  something  that  he  can  take  to  the  bank  in  the  be- 
ginning as  opposed  to  depending  on  action  by  Congress  and  action 
by  administration  to  put  these  things  together  in  a  very,  very  short 
period  of  time,  kind  of  after  the  fact  in  many  cases. 

I  realize  that  the  primary  emphasis  of  this  hearing  today  con- 
centrates on  the  specialty  crops,  and  I  think  it  has  very  much  sig- 
nificance in  terms  of  the  work  that  we  do  in  administrating  the  ad 
hoc  programs  that  this  legislation  is  intended  to  replace.  The  spe- 
cialty crops,  of  course,  have  been  the  most  difficult  part  of  the  ad 
hoc  administration,  primarily  because  of  the  lack  of  data  and  the 
information  that  we  have  on  specialty  crops. 

We  have  very  extensive  information,  as  you  know,  on  most  all  of 
the  program  crops  and,  as  a  result  of  that,  do  a  much  better  job 
at  the  administration  of  those  disaster  provisions  than  on  the  tradi- 
tional program  crops. 

The  combination  of  the  ad  hoc  and  the  proposed  reform  bill, 
which  would  cover  basically  the  51  crops  that  the  crop  insurance 
currently  covers,  together  with  the  other  crops  that  would  be  in- 
cluded on  the  noninsured  assistance  program,  which  would  be  in 
place,  the  most  significant  part  of  this,  it  would  give  us  a  basis  to 
put  staff  in  place. 

When  I  say  staff  in  place,  I  mean  to  dedicate  staff,  existing  staff, 
to  the  development  of  acreages,  3delds,  bases  and  so  on,  of  these 
other  crops  which  we  currently  do  not  have  the  authority  nor  the 
justification  to  go  ahead  and  do  that,  because  we  simply  do  not 
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have  authorizing  legislation  until  the  disaster  occurs,  which  is  after 
the  fact. 

The  other  point  that  I  wanted  to  make — there  were  some  com- 
ments made  here  earlier,  just  very  briefly. 

This  system,  as  we  view  it,  is  a  do-all  delivery  system,  in  effect. 
From  the  standpoint  of  the  reference  made  to  the — to  getting  the 
word  out  or  educating  producers  on  the  availability  of  this,  tremen- 
dous possibilities  exist  to  do  this  with  the  existing  structure  that 
we  currently  have. 

As  you  know,  in  basically  all  agriculture  counties  in  this  country 
we  do  have  a  USDA  presence  at  those  locations.  This  would  afford 
us,  through  this  system,  with  an  ongoing,  in-place  program  to 
make  information  about  these  disaster  provisions  available  to  pro- 
ducers on  a  nationwide  basis.  This  is  in  addition  to,  on  the  private 
side,  the  reinsurance  companies  who  also  have  agents  that  would 
be  in  the  business  of  selling  insurance  under  the  reinsured  con- 
tract, which  is  in  addition  to  the  existing  structure  that  we  cur- 
rently have  to  carry  out  these  programs. 

The  combination  of  these  two  items,  it  seems  to  me,  in  terms  of 
information,  education  on  the  availalDility  of  these  programs  we 
would  be  in  a  much  better  position  to  do  it. 

Also,  it  is  very  important  for  me  to  point  out  the  necessity  for 
good  management  oversight  in  the  administration  of  these  pro- 
grams. By  having  this  program  in  place  on  a  permanent  basis  in 
terms  of  the  budgetary  impacts  and  cost  of  these  programs,  we  vis- 
ualize there  to  be  a  tremendous  amount  of  savings  in  not  only  the 
administration,  by  having  them  on  an  ongoing  basis,  but  also  in 
the  administration  of  the  claims  and  adjustments  and  so  on  that 
occur  in  the  event  of  a  disaster. 

I  say  that  in  this  context.  Currently,  we  simply  do  not  have  the 
kind  of  information  that  we  feel  would  be  sufficient  to  determine 
anticipated  yields  for  many  of  these  crops  that  currently  are  not 
covered  on  a  regular  basis.  This  would  afford  us  the  opportunity  to 
develop  that  data  so  that  we  would  be  in  a  much  better  position 
to  determine  expected  production  of  the  various  crops. 

We  would  also  have  the  opportunity  to  compare  expected  produc- 
tion in  an  area  with  that  that  is  traditionally  grown,  traditionally 
produced  in  the  area. 

Pricing  is  another  very  important  part  of  the  administration  of 
these  programs  on  specialty  crops.  As  you  know,  many  of  these  spe- 
cialty crops  have  a  very  high  value,  and  the  determination  of  that 
market  value  which  is  very  important  in  any  coverage  program  in 
terms  of  the  coverage  and  the  resulting  claims  that  are  paid  as  a 
result  of  a  disaster  is  very  important  and  can  add  up  very  quickly 
in  terms  of  the  coverage  that  the  producer  receives,  which  we 
would  want  to  be  adequate,  but  fair. 

And  we  have  had,  as  you  know,  Mr.  Chairman — in  the  adminis- 
tration of  ad  hoc  programs  with  the  advent  of  the  expansion  of 
these  crops  into  some  several  hundred  of  them  that  fall  into  this 
category,  we  have  had  areas  where  we  have  found  program  irreg- 
ularities as  a  result  of  lack  of  sufficient  data  information  for  ad- 
ministration of  these  crops. 

We  firmly  believe  that  passage  of  this  particular  crop  reform 
package  and  putting  it  in  place  permanently  will  take  care  of  a  lot 
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of  these  types  of  problems  that  we  have  under  the  ad  hoc  provi- 
sions. 

Another  factor  that  I  wanted  to  mention  in  connection  with  all 
of  this — as  you  know,  under  the  administration's  proposed  reorga- 
nization package,  that  would  form  the  Farm  Service  Agency  and 
combine  Federal  crop  insurance  together  with  the  Farmers  Home 
credit  provision  and  the  ASCS  commodity  programs  into  one  agen- 
cy to  administer  these  programs. 

Which  will  also  give  us  much  more  benefit  of  resources  out  there 
after  this  is  done  in  terms  of  some  cost  savings  that  will  occur 
there  that  will  all  have  a  bearing  on  providing  a  good  and  viable 
risk  management  program  to  producers  through  this  reorganiza- 
tion, which  will  go  a  long  ways  in  accomplishing  this  through  the 
placement  of  the  Infoshare,  new  technology,  the  computers  and 
software  and  so  on  that  would  also  be  a  part  of  this  entire  package. 

With  that,  Mr.  Chairman,  I  will  conclude  my  remarks  and  thank 
you  for  the  opportunity  and  be  willing  to  answer  questions  that  you 
may  have. 

[The  prepared  statement  of  Mr.  Buntrock  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Johnson.  Thank  you,  Mr.  Buntrock. 

Mr.  Ackerman. 

STATEMENT  OF  KENNETH  D.  ACKERMAN,  MANAGER,  FEDERAL 
CROP  INSURANCE  CORPORATION,  U.S.  DEPARTMENT  OF  AG- 
RICULTURE 

Mr.  Ackerman.  Thank  you,  Mr.  Chairman  and  members  of  the 
subcommittees.  I  want  to  thank  you  for  having  this  hearing  today. 

We  view  this  hearing  as  a  very  important  part  of  the  consider- 
ation of  this  legislation.  Specialty  crops  are  a  very  important  seg- 
ment of  American  agriculture  and  they  are,  in  a  way,  uniquely  af- 
fected by  this  legislation  because  some  specialty  crops  are  under 
the  crop  insurance  program.  Others  are  not.  As  a  result,  you  have 
a  hybrid  situation. 

In  any  event,  however,  it  is  important  to  note  that  the  legislation 
we  are  discussing,  the  Crop  Insurance  Reform  Act  of  1994  not  only 
changes  crop  insurance  but  it  also  replaces  and  very  much  reformu- 
lated ad  hoc  disaster  programs.  So  all  segments  of  the  specialty 
crop  community,  in  fact  all  segments  of  the  agriculture  community, 
have  an  interest  in  this  discussion.  So  this  hearing  is  very  impor- 
tant to  us. 

I  want  to  speak  just  very  briefly  about  what  we  have  proposed 
and  why  we  have  proposed  it.  In  looking  at  crop  insurance  from  the 
USDA  perspective,  we  have  felt  that  this  program  is  stuck  on  the 
horns  of  a  dilemma  which  can  be  summarized  as  more  risk  and 
less  money.  On  one  side,  we  have  seen  over  the  past  half  dozen 
years  a  literally  unprecedented  parade  of  disasters  in  American  ag- 
riculture going  back  to  the  1988  drought  of  the  century,  the  1989 
drought,  the  1992  hurricane  of  the  century.  Hurricane  Andrew,  the 
1993  flood  of  the  half  millennium  and  the  list  goes  on  and  on. 

Already  in  1994,  we  have  seen  an  unusually  cold  winter.  We 
have  seen  flooding  in  Missouri  and  Oklahoma  and  we  have  seen 
some  very  serious  freezes  in  the  south,  so  certainly  farmers  are 
very  aware  of  production  risks  and  the  need  for  protection. 
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At  the  same  time,  we  have  less  money  to  address  it  with.  Every- 
one knows  the  Federal  Government  is  experiencing  a  historic  budg- 
et deficit.  Deficit  reduction  is  at  the  top  of  Washington's  priority 
list  and  when  budget  cuts  are  discussed,  agriculture  is  usually  dis- 
cussed front  and  center. 

These  problems  came  very  much  together  in  the  1993  flood,  to  a 
great  extent,  because  of  the  immensity  of  that  disaster  for  Amer- 
ican agriculture  coming  the  same  years  as  a  major  drought  in  the 
Southeast.  The  problem  that  became  very  apparent  in  the  flood 
was  this:  Over  the  past  10  years  or  so,  American  taxpayers  have 
paid  some  $900  million  a  year  which  is  a  lot  of  money  by  any 
standard  to  support  a  Federal  crop  insurance  program  yet,  despite 
that  taxpayer  investment,  we  have  seen  year  after  year  when 
major  disasters  strike.  Congress  and  Presidents  have  had  to  step 
in  with  ad  hoc  disaster  aid  bills. 

The  reason  is  that  despite  this  investment  by  taxpayers,  partici- 
pation in  crop  insurance  is  limited.  The  participation  rate  has  been 
about  33  percent  in  1993.  That  has  not  been  adequate.  And  so  as 
a  result,  we  have  seen  ad  hoc  disaster  bills  in  literally  8  out  of  the 
last  8  years.  Ad  hoc  payments  in  8  out  of  the  last  8  years. 

The  concern  is  the  uncertainty  created  by  this  growing  reliance 
on  ad  hoc  bills  is  bad  both  for  farmers  and  for  taxpayers.  From  the 
farmer's  point  of  view,  if  you  do  not  have  crop  insurance  and  you 
are  depending  on  an  ad  hoc  disaster  bill  for  protection,  you  simply 
do  not  know  at  the  beginning  of  the  year  whether  there  will  be  re- 
lief and  if  there  is  relief,  what  form  it  will  take. 

If  you  have  a  loss,  as  many  farmers  already  have  had  losses  this 
year  in  1994,  you  must  worry  whether  farmers  in  five  other  States, 
10  other  States,  20  other  States,  suffer  similar  losses  before  know- 
ing whether  Washington  will  step  in  with  a  disaster  bill. 

We  saw  for  instance  that  farmers  wiped  out  by  HurricEine  An- 
drew in  1992  received  disaster  relief,  but  they  received  it  at  a 
budget  proration  of  50  percent,  half  of  the  amount  of  aid  that  was 
received  by  victims  of  the  1993  flood.  What  will  happen  to  farmers 
who  suffered  losses  in  1994?  We  simply  don't  know.  They  don't 
know  either  and  it  is  no  way  to  run  a  business. 

From  the  taxpayer  point  of  view,  the  same  uncertainty  exists.  Ad 
hoc  disaster  aid  is  simply  not  subject  to  the  same  budget  discipline 
rules  as  virtually  every  other  form  of  Federal  spending.  As  a  result, 
as  I  mentioned,  we  have  seen  over  the  last  10  years  an  average 
cost  of  ad  hoc  disaster  relief  bill  for  agriculture  of  $1  billion.  Over 
the  last  6  years,  that  average  has  risen  to  over  $1.5  billion. 

With  every  disaster  relief  bill  that  comes  along,  whether  it  is  for 
agriculture  or  whether  it  is  for  an  earthquake  in  California,  the 
level  of  taxpayer  resistance  gets  greater,  the  more  difficult  the  bill 
is  to  pass,  and  this  is  a  trend  that  will  clearly  continue  into  the 
future. 

WTiat  we  have  proposed  in  our  crop  insurance  reform  proposal 
from  USDA  is  essentially  to  combine  crop  insurance  and  ad  hoc 
disaster  aid  into  a  single  unified  on-budget  program.  To  do  this  re- 
quires two  steps.  First,  in  our  proposal,  we  are  proposing  to  create 
a  legal  barrier  against  ad  hoc  crop  disaster  bills  in  the  future.  This 
is  done  through  changes  in  the  budget  enforcement  act  that  Con- 
gressman Pomeroy  had  mentioned  a  few  minutes  ago. 
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On  the  other  side,  that  having  been  done,  we  are  taking  steps 
to  protect  farmers  in  the  absence  of  ad  hoc  disaster  bills.  That  is 
twofold.  First,  we  are  expanding  the  crop  insurance  program  sub- 
stantially, and  second,  for  those  crops  that  are  not  under  the  crop 
insurance  program,  we  are  providing  a  standing  disaster  program 
so  that  everyone  has  some  form  of  coverage. 

The  fine  points  of  the  crop  insurance  reform  bill  have  been  dis- 
cussed in  great  detail  in  other  forums.  What  I  would  like  to  do  is 
just  focus  for  just  a  minute  or  two  on  the  standing  disaster  part 
of  this  proposal  because  I  know  that  is  of  particular  interest  to  spe- 
cialty crop  growers.  Generally  when  we  talk  about  what  is  covered 
under  crop  insurance  reform,  the  usual  labels  in  agriculture  be- 
tween program  crops  versus  nonprogram  crops  or  specialty  crops 
versus  other  crops  does  not  apply. 

In  crop  insurance,  we  currently  cover  some  50-odd  crops  and  in 
my  testimony,  at  the  end,  you  will  notice  that  there  is  a  list,  a  long 
list  of  about  50-odd  crops,  all  of  which  are  covered  by  crop  insur- 
ance. These  crops  cover  approximately  75  percent  of  the  value  of 
American  crop  produce  and  about  90  percent  of  the  payments 
under  disaster  bills  for  the  last  6  years  as  calculated  by  GAO. 

We  are,  in  addition — and  the  crops  that  are  on  this  list  would  all 
be  covered  by  the  expanded  crop  insurance  program  under  the  re- 
form bill.  We  are,  in  addition,  working  to  expand  the  crop  insur- 
ance program  to  about  26  other  crops  which  are  also  listed  in  the 
testimony.  You  will  notice  when  you  look  at  these  lists  of  crops  that 
they  include  many  specialty  crops.  In  fact,  strawberries  specifically 
that  Mr.  Lewis  mentioned  are  on  that  list  of  expansion  crops. 

For  the  crops  that  are  outside  of  this  list  that  are  not  included 
under  crop  insurance  and  are  not  going  to  be  brought  into  crop  in- 
surance, we  do  provide  a  standing  disaster  program.  Once  an  area 
has  met  an  area  trigger  farmers  would  receive  pajrments  at  50  per- 
cent yield,  60  percent  price. 

It  has  many  features  similar  to  disaster  programs  such  as  pay- 
ment limits.  It  has  a  number  of  specific  program  improvements.  It 
is  based  on  actual  yields.  It  has  title  reporting  requirements,  but 
the  main  difference  is  this:  It  is  not  ad  hoc.  It  does  not  require  an 
act  of  Congress. 

A  farmer  who  has  suffered  loss  in  a  specialty  crop,  a  noninsured 
crop  this  year  in  1994  can  be  covered  by  our  standing  disaster  pro- 
gram whether  or  not  farmers  in  20  other  States  later  this  year  also 
have  losses  so  as  to  trigger  a  disaster  bill  so  long  as  the  area  trig- 
ger is  met. 

That  is  the  broad  outline  of  our  plan,  Mr.  Chairman,  and  with 
that,  I  would  be  happy  to  answer  questions. 

[The  prepared  statement  of  Mr.  Ackerman  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Johnson.  Thank  you,  Mr.  Ackerman. 

The  final  bell  for  a  vote  on  the  Hamilton  amendment  to  the  De- 
fense Authorization  Act  has  already  gone  off.  I  think  that  probably 
the  best  thing  to  do  at  this  point  is  to  recess  momentarily,  allow 
the  members  to  vote  and  then  come  back  promptly. 

[Recess  taken.] 
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Mr.  MiNGE  [acting  chairman].  The  hearing  will  resume.  Before 
we  have  questions  for  Mr.  Buntrock  and  Mr.  Ackerman,  we  will  re- 
ceive the  testimony  from  Mr.  Bob  Odom. 

Mr.  Odom,  would  you  please  proceed. 

STATEMENT  OF  BOB  ODOM,  COMMISSIONER,  LOUISIANA  DE- 
PARTMENT OF  AGRICULTURE  AND  FORESTRY,  ON  BEHALF 
OF  THE  NATIONAL  ASSOCIATION  OF  STATE  DEPARTMENTS 
OF  AGRICULTURE 

Mr.  Odom.  Thank  you,  Mr.  Chairman.  I  appreciate  you  letting 
me  do  this.  It  will  get  me  on  schedule  then.  I  have  had  the  oppor- 
tunity to  appear  up  here  on  crop  insurance  before.  What  I  will  do 
is  submit  a  written  statement  for  the  record  and  I  will  just  briefly 
go  through  some  of  the  things  that  I  think  are  important. 

First,  let  me  say  that  I  support  the  efforts  of  the  administration 
to  reform  the  crop  insurance  and  ad  hoc  disaster  program.  I  have 
spoken  to  the  administration  on  a  number  of  occasions  about  my 
position  on  the  need  for  a  change. 

What  we  have  to  offer  for  farmers  today,  the  proposal  before  you, 
addresses  most  of  those  concerns.  One  of  the  things  that  is  so  im- 
portant is  that  we  have  to  have  a  crop  insurance  program  that 
meets  the  need  of  the  commercial  mainstream  farmer  in  my  State 
and  other  States  throughout  this  Nation. 

The  other  thing  that  we  have  to  make  sure  is  that  whatever  pro- 
gram that  we  adopt  that  we  stop  whatever  abuse  that  is  in  the 
Federal  crop  insurance  program  today  and  make  sure  that  the  pro- 
gram is  without  abuse. 

We  need  a  crop  insurance  program  designed  for  the  mainstream 
low  risk  commercial  farmer  who  is  innocent  in  financial  protection 
in  the  case  of  loss  due  to  drought,  floods,  and  natural  disaster  and 
we  need  a  program  that  the  farmer  can  afford. 

We  can  no  longer  afford  to  have  both  a  Federal  crop  insurance 
program  and  an  ad  hoc  disaster  program.  It  has  got  to  be  combined 
into  one  program  such  as  the  administration  is  recommending.  The 
other  thing  that  is  important  is  the  program  that  is  designed  has 
to  be  widely  accepted  where  all  farmers  can  participate  and  make 
sure  that  it  meets  the  mainstream  farmer's  needs  as  well  as  all  of 
the  farmers. 

The  other  part  that  is  important  in  it  is  we  have  to  make  sure 
that  it  stands  on  the  individual  basis  as  far  as  the  production,  the 
production  needs  to  be  figured  on  each  individual  farmer  rather 
than  on  some  parish  average  or  some  county  average  in  order  to 
be  able  to  take  some  of  the  faults  out  of  the  program  that  is  there 
today. 

One  of  the  things  that  we  have  to  make  sure  is  that  the  pre- 
miums for  the  top  side  producers  where  we  have  a  low  risk  has  got 
to  be  addressed.  We  need  to  look  at  good  premium  discounts  for 
producers  that  very  seldom,  if  ever,  have  claims  against  the  crop 
insurance  and  then  we  also  need  to  look  at  a  high  risk  pool  for  a 
producer  that  continuously  have  a  claim  against  the  crop  insurance 
program  or  disaster  program. 

One  of  the  other  things  that  has  not  been  mentioned  that  is  as 
important  or  maybe  even  more  important  is  the  adjusters.  It  is  my 
feeling  that  we  should  not  let  the  company  that  sells  the  insurance 
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adjust  the  insurance.  We  have  probably  found  more  problems  in 
adjusting  than  we  have  any  other  part  of  the  program. 

One  of  the  things  that  I  support,  and  I  said  this  in  the  past,  and 
I  have  an  agreement  with  my  chancellor  of  agriculture  back  in  Lou- 
isiana that  we  do  a  pilot  program  on  allowing  county  agents  to  do 
the  adjusting.  They  are  in  the  parish.  They  know  the  farmer's  cir- 
cumstances. They  know  the  farmers  and  this,  to  me,  is  as  impor- 
tant as  any  part  of  the  program  today. 

I  support  the  catastrophic  risk  protection  program  with  the  50 
percent  loss  yield  and  the  60  percent  price.  I  do  not  feel  that  we 
can  lower  the  basis  of  the  level  of  this  coverage.  It  will  not  meet 
the  farmer  who  chooses  not  to  purchase  it  by  a  level  of  coverage. 

Again,  as  I  said  earlier,  I  think  we  have  to  offer  for  those  farmers 
the  opportunity  to  have  a  buy-up  leverage  of  coverage  on  those 
crops  and  where  they  needed  to  meet  their  financial  circumstances 
and  those  levels  have  to  be  reasonable  and  have  to  be  a  premium 
that  will  bring  in  the  possibility  of  all  of  the  farmers,  that  is  the 
problem  with  the  program  today. 

We  only  participate  with  the  lower  end  of  the  farmers  and  we  are 
not  participating  in  the  high  end  of  the  farmers,  and  by  doing  that, 
we  see  it  is  not  actuarially  sound.  By  getting  all  the  farmers  in- 
volved, I  think  we  can  have  a  program  that  is  actuarially  sound 
and  will  meet  the  needs  within  the  budget  restraints.  Not  only  that 
I  think  we  will  see  a  reduction  in  the  amount  of  dollars  that  we 
are  spending  both  in  disaster  programs  and  in  the  insurance  pro- 
gram. 

The  other  thing  that  I  think  that  is  good  is  in  the  disaster  por- 
tion of  it.  It  can  be  triggered  for  those  farmers  that  have  a  real  loss 
without  having  to  trigger  multi-States  disaster  type  programs.  If  a 
farmer  in  an  individual  State  or  individual  parish  or  individual 
county,  he  deserves  a  pajrment  when  he  has  a  loss  just  as  much 
as  when  it  is  triggered  or  not  triggered  by  multi-State  or 
multiareas. 

Mr.  Chairman,  again,  I  will  make  my  statement  brief.  I  will  be 
glad  to  answer  any  questions  if  you  have  questions. 

[The  prepared  statement  of  Mr.  Odom  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  MiNGE.  Thank  you.  Do  we  also  have  Mr.  Ackerman  and  Mr. 
Buntrock. 

Please  come  forward,  and  that  way,  if  we  have  questions,  all 
three  of  you  can  cover  them. 

In  deference  to  your  schedule  and  the  others  here,  I  begin  by  rec- 
ognizing Mr.  Volkmer  for  questions.  And  do  you  have  to  leave  in 
such  and  such  a  time  to  catch  a  flight? 

Mr.  Odom.  Yes;  I  have  another  meeting  at  3:15,  so  I  have  about 
5  or  10  minutes  before  I  have  to  move  on. 

Mr.  Volkmer.  I  don't  have  any  questions  of  the  gentleman  from 
Louisiana. 

Mr.  MiNGE.  Mr.  Nussle. 

Mr.  Nussle.  No  questions. 

Mr.  MiNGE.  I  have  a  couple  of  questions  that  I  would  like  to  ask. 
The  adjustment  by  county  agents,  I  find,  are  a  very  interesting 
proposition.  Have  you  had  any  comment  from  county  agents  as  to 
their  willingness  to  accept  this  role? 
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Mr.  Odom.  I  have  had  conversations  with  my  chancellor  of  agri- 
culture. Chancellor  Cashey  at  LSU,  he  has  told  me  that  he  would 
be  willing  for  the  county  agents.  Ken  and  I  have  had  some  discus- 
sions along  that  line,  but  nothing  has  been  totally  worked  out.  I 
would  surely  like  to  see  a  pilot  program  and  regardless  of  whether 
we  do  it  with  the  county  agent,  we  need  to  have  the  adjustment 
separate  from  the  individuals  that  are  doing  the  selling. 

Mr.  MiNGE.  You  heard  the  testimony  at  the  outset  of  the  hearing 
today  about  the  budgetary  problems  we  face  in  implementing  Fed- 
eral crop  insurance  reform.  Do  you  have  any  suggestions  as  to  how 
the  program  could  be  modified  to  live  within  the  budgetary  con- 
straints that  we  apparently  will  face? 

Mr.  Odom.  No,  because  I  think  since  the  program  is  a  new  begin- 
ning program,  that  most  of  the  farmers  are  not  aware,  and  I  hap- 
pen to  be  one  of  the  States  that  Ken  came  into  and  had  hearings 
with  farmers  throughout  the  State. 

I  think  that  we  have  to  convince  the  mainstream  farmer  that  it 
is  a  good  program,  that  it  is  a  program  that  is  going  to  meet  his 
needs  and  I  think  that  will  happen,  but  unfortunately  it  is  going 
to  take  several  years  in  order  for  that  to  happen. 

One  of  the  things  that  is  an  advantage  is  that  this  program  will 
require  all  farmers  to  participate.  We  will  then,  through  the  one- 
stop  shop,  be  able  to  get  good  data  on  production.  Then  we  will 
know  the  types  of  premiums  that  need  to  be  charged  in  order  to 
look  at  somewhere  bringing  it  to  where  it  can  self-sustain.  But,  un- 
fortunately, I  think  we  have  got  to  have  the  money. 

I  supported  very  strongly  in  going  from  the  $700  million  to  the 
$1  billion,  because  I  think  we  have  got  to  have  the  program  on  a 
sound  footing  to  go  out  and  tell  that  farmer,  put  all  your  eggs  in 
this  basket  because,  now  then,  we  are  going  to  offer  to  you  a  pro- 
gram that  is  going  to  meet  your  financial  requirements. 

And,  unfortunately,  I  heard  the  problem  that  you  had  and  I 
think  it  is  in  a  circumstance  that  we  have  to  get  it  straightened 
out  to  make  sure  that  the  program  works. 

Mr.  MiNGE.  Would  you  favor  taking  money  from  the  commodity 
programs  to  subsidize  crop  insurance? 

Mr.  Odom.  No.  I  think  that  we  got  opposition  on  the  commodity 
side  and  we  have  to  get  cooperation  on  both  commodity  sides  and 
both  sides  in  order  to  make  the  program  work. 

Mr.  MiNGE.  Well,  if  there  are  any  suggestions  that  occur  to  your 
group  after  today's  hearing,  would  you  please  communicate  them  to 
us. 

Mr.  Odom.  Yes,  sir. 

Mr.  MiNGE.  Thank  you  very  much  for  appearing  on  behalf  of  not 
only  the  State  of  Louisiana  and  your  department,  but  also  your  na- 
tional association.  We  appreciate  having  you  here. 

Mr.  Odom.  Thank  you  again  for  allowing  me  to  come  on  early. 

Mr.  MiNGE.  Mr.  Volkmer,  do  you  have  questions  of  the  rest  of  the 
panel? 

Mr.  Volkmer.  I  do.  Just  a  few  questions.  Because  Mr.  Odom  has 
just  said — ^you  I  think  all  would  agree — unless  we  make  the  pro- 
gram more  acceptable  to  our  producers  out  there,  I  don't  think  you 
are  going  to  see  a  great  deal  of  increased  utilization  and,  if  we 
don't,  this  program  still  isn't  going  to  work  in  my  opinion. 
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And  some  of  the  reasons  as  I  talked  to  my  partners,  I  got  various 
reasons.  Some  of  them  to  me  just  don't  make  sense.  They  should 
have  been  cleared  up  an3rway  under  the  present  program. 

And  let  me  give  you  an  example.  Granted,  I  have  a  district  along 
the  Mississippi  River  and  a  lot  of  the  tributaries.  As  a  result,  I 
have  a  lot  of  river  bottomland  and  stream  bottomland.  A  lot  of 
those  fields  part  of  them  are  on  the  bottom  and  part  up  the  side 
of  the  hill  that  goes  along  the  stream. 

When  you  go  to  buy  Federal  crop  insurance,  it  is  considered 
stream  land  and  you  pay  a  higher  premium  and  you  don't  buy  it 
because  it  is  expensive.  The  higher  land  might  get  a  drought  like 
in  1987,  but  it  never  gets  flooded.  Things  like  that  don't  change. 
Those  farmers  are  not  going  to  buy.  What  you  are  going  to  say? 
You  are  not  going  to  have  disaster  assistance,  so  if  you  do  have  a 
drought  like  you  had  in  1987-1988,  that  farmer  is  stuck? 

I  have  this  same  problem  with  analyzing  this  whole  thing  with 
doing,  away  with  disaster  and  seeing  what  my  premiums  for  my 
farmers  are  along  the  Mississippi  River.  Along  those  bottomlands, 
very  few  buy  crop  insurance  for  the  simple  reason  it  is  cost-prohibi- 
tive. When  you  have  a  marginal  return  per  acre  on  your  crops,  you 
can't  give  away  all  your  money  for  a  Federal  crop  insurance.  You 
have  to  have  something  to  live  on.  How  are  we  going  to  adjust 
those  things? 

Mr.  ACKERMAN.  Mr.  Volkmer,  we  are  trying — we  agree  very 
strongly  with  your  point  that,  for  this  program  to  be  successful, 
farmers  are  going  to  have  it  usable  and  effective  and  something 
that  they  are  willing  to  spend  money  on.  We  are  taking  a  number 
of  steps  to  make  the  program  more  tailored.  We  are  moving  toward 
actual  yields. 

We  are  providing  more  flexibility  in  price  selections.  The  particu- 
lar situations  that  you  are  talking  about,  though,  they  do  raise  a 
constraint  on  the  crop  insurance  program.  And  that  is  that  we  are 
required  by  law  to  run  an  actuarially  sound  program.  We  have  to 
have  a  loss  ratio  of  1.1. 

Our  rating  is  set  based  on  a  county-by-county  basis  based  on  20 
years  of  history.  That  is  why  in  some  areas,  in  risk-prone  areas, 
the  rates  are  high.  We  do  allow  farmers  who  do  have  land  which 
is  situated,  which  is  differentiated,  to  purchase  optional  units 
where  they  have  the  records  to  support  it  and  where  they  pay  a 
surcharge  for  it. 

Whenever  we  take  a  step  like  that,  it  does  involve  costs  and  we 
do  have  this  other  constraint  about  making  the  program  actuarially 
sound. 

Mr.  Volkmer.  Now,  go  back  to  this  field  that  is  on  the  hill,  but 
part  of  it  is  down  in  the  bottomland  of  the  stream.  And  the  only 
part  that  gets  flooded  is  about  10  percent  of  that  total  field  ever 
gets  flooded.  The  other  never  gets  flooded.  Now,  why  can't  they  sep- 
arate and  charge  a  premium  based  on  the  number  of  acres  that  are 
down  below  different  than  the  number  of  acres  up  above,  because 
the  up  above  shouldn't  be  any  different  than  the  field  that  adjoins 
it,  that  is  all  upper  land. 

Mr.  ACKERMAN.  I  imagine  the  cost  for  the  acres  down  below 
would  be  very  high.  If  this  is  a  particular  case  it  might  be  useful 
for  us  to 


27 

Mr.  VOLKMER.  I  know  of  more  than  one  particular  case.  It  is  not 
just  one.  I  got  a  lot  of  them. 

Mr.  ACKERMAN.  We  do  allow  in  situations  like  that  for  a  farmer 
to  purchase  optional  units  which  means  they  can 

Mr.  VoLKMER.  They  cost  too  much.  They  will  tell  you  it  cost  too 
much. 

Mr.  ACKERMAN.  The  reason  that  it  is  expensive  is  because  of  the 
high  risk  in  that  lower  land. 

Mr.  VoLKMER.  Wait  a  minute.  All  I  am  asking,  he  says  in  the 
bottomland  that  is  too  high  and — you  go  ahead  and  separate  that 
off  and  just  say  take  the  land  that  never  gets  flooded.  Now,  all  you 
have  to  do  all  you  are  going  to  insure  for  is  regular  drought,  that 
is  about  it,  or  other  possibles,  but  not  very  many  other  possibles 
that  you  are  going  to  insure  against. 

Why  don't  you  let  him  buy  insurance  on  that  other  at  a  premium 
that  his  next-door  neighbor  can  buy  at  the  same  rate  that  the  next- 
door  neighbor  can  buy  on  that  rest  of  the  farm?  Why  do  you  say 
you  have  to  pay  this  additional  and  everything  else?  He  doesn't 
want  to  insure  that  bottomland.  That  is  what  it  amounts  to.  But 
you  are  requiring  him  to  do  that. 

Mr.  ACKERMAN.  Again,  the  reason  that  we  do  that — and  you  are 
right,  our  requirement  is  that  if  you  insure  part  of  your  land  in  a 
county,  you  do  have  to  insure  all  of  your  land  in  that  area.  You 
cannot  simply  cut  off  your  bottomland  and  not  insure  it. 

Mr.  VoLKMER.  You  keep  playing  this  game,  I  will  never  vote  for 
a  crop  insurance  bill.  I  will  tell  you  that  now. 

Mr.  MiNGE.  Let's  go  to  the  next  member  so  we  can  try  to  com- 
plete this  panel  before  our  time  expires. 

Mr.  Nussle. 

Mr.  Nussle.  Thank  you,  Mr.  Chairman.  I  have  got  three  areas 
I  would  like  to  cover  quickly  before  the  vote  if  we  could.  My  under- 
standing is,  the  Appropriations  Committee  fell  short  $213  million. 

What  I  am  wondering  is,  even  if  we  got  that  $213  million,  talk 
to  me  about  this  standing  fund  for  the  ad  hoc  disaster  for  crops  not 
included.  If  that  money  was  there  from  the  Appropriations  Com- 
mittee, that  $213  million  to  make  for  full  funding  under  what  you 
are  discussing,  would  that  also  fully  fund  the  standing  additional 
fund? 

Mr.  ACKERMAN.  Yes. 

Mr.  Nussle.  It  would? 

Mr.  ACKERMAN.  Yes.  If  I  could  say  our  latest  numbers  from  CBO, 
if  you  assume  that  this  problem  with  the  Appropriations  Commit- 
tee were  to  be  resolved,  however  it  is  resolved,  if  that  were  to  be 
resolved,  essentially  the  program  is  within  budget  with  a  small 
problem  in  the  outyears  which  we  feel  can  be  adjusted  through 
some  fairly  minor  changes. 

Mr.  Nussle.  What  is  the  level  for  the  program  itself  and  what 
is  the  level  for  the  standing  fund?  I  am  just  trying  to  put  this  in 
perspective. 

Mr.  ACKERMAN.  The  total  cost  of  this  program  we  are  projecting 
to  be  about  $1.7  billion  to  $1.8  billion.  The  total  cost  of  the  com- 
bined program  per  year,  crop  insurance  plus  the  standing  disaster 
program.  The  standing  disaster  program  does  not  have  a  separate 
standing  fund.  It  would  be  financed  out  of  the  FCIC  corporate  fund 
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out  of  the  same  fund  that  finances  the  insurance  program.  So  it  is 
not  a  separate  pool  of  money,  it  is  out  of  the  same  money. 

As  far  as  the  amounts,  our  budget  projection  on  the  cost  of  the 
standing  disaster  program  is  at  a  level  of  about — and  again  this  is 
just  a  projection — about  $60-odd-million  a  year  would  be  the  cost 
of  that  element  of  it.  But  it  is  not  a  separate  pool  of  money. 

Mr.  NUSSLE.  Maybe  this  is  a  philosophical  question,  but  doesn't 
that  create  cross-pressure,  then,  if  you  have  the  pressure  of  the  50 
crops  that  are  included  putting  pressure  on  the  standing  fund  or 
vice-versa  in  those  years  where  both  might  be  affected  or  where — 
in  other  words,  you  are  lowering  your  ability  to  capitalize  your  risk, 
basically? 

Mr.  ACKERMAN.  No,  we  are  not,  because  both  are  driven  by  inde- 
pendent formulas.  It  is  not  a  situation  where  if  we  run  out  of 
money  for  a  standing  disaster,  we  have  to  take  it  away  from  insur- 
ance. Since  they  are  both  considered  mandatory  spending,  we  pay 
the  claims.  We  pay  the  claims  that  are  legitimate  to  the  extent  of 
the  formulas  in  the  statute.  We  are  required  over  time  to  have  a 
loss  ratio  of  1.1  on  the  insurance  side,  so  that  is  a  constraint.  But 
we  pay  the  claims.  One  does  not  work  against  the  other. 

Mr.  VOLKMER.  Would  the  gentleman  yield  on  that? 

Mr.  NusSLE.  Yes. 

Mr.  VOLKMER.  Basically  what  I  am  hearing  you  say  is  that  be- 
cause of  the  $l-billion  figure  or  whatever  it  is  out  there,  and  be- 
cause we  have  the  1.1  in  law  which  you  said  was  put  on  that  pack- 
age, if  you  add  those  two  together,  what  you  are  telling  me  is  if 
the  costs  of  Federal  crops  calculate,  if  for  some  reason  or  another 
we  had  major  disasters  throughout  this  country,  the  following  year 
the  premiums  are  going  to  be  prohibitive  because  you  are  going  to 
have  to  maintain  that  one  to  one  and  you  are  going  to  have  to  pay 
out  what  you  may  anticipate  pajdng  out  for  the  following  year  that 
equals  the  preceding  year,  correct? 

Mr.  ACKERMAN.  No. 

Mr.  VOLKMER.  Where  do  you  get  the  money  if  you  don't  get  it 
from  premium?  Where  are  you  going  to  get  it? 

Mr.  ACKERMAN.  Yes.  We  get  it  from  premium  and  are  subject  to 
a  1.1  loss  ratio,  but  we  have  a  number  of  ways  to  get  there.  The 
1.1  loss  ratio  is  a  requirement  that  is  an  average  over  years.  For 
instance,  1993,  with  the  flood  and  the  drought  in  Southeast,  our 
loss  ratio  was  2.18.  That  is  very  high. 

That  does  not  mean  that  we  have  to  double  our  premiums  in 
1994.  Rather,  our  premiums  are  based  on  a  20-year  average.  It  is 
based  on  20  years  of  data.  Yes,  the  1993  numbers  will  cause  some 
incremental  jump  in  the  premium  rates,  but  the  steps  that  we  are 
taking  to  get  to  that  1. 1  loss  ratio  over  time  involve  more  than  just 
rates,  they  involve  more  accurate  yields  that  farmers  can  claim  for 
their  insurance. 

They  include  better  compliance.  They  include  the  so-called  non- 
standard classification  system  where  farmers  with  particularly  dis- 
proportionate loss  records  have  their  rates  raised  a  number  of  steps 
like  that,  but  it  is  not  an  automatic,  if  you  have  one  bad  year,  the 
next  year  the  rates  are  jacked  up. 

Mr.  VOLKMER.  Just  one  more  question. 

Mr.  NusSLE.  If  I  could  reclaim  my  time? 
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Mr.  MiNGE.  I  think  the  time  expired  for  both  of  you.  You  have 
each  had  5  minutes.  Let  Mr.  Barlow  ask  his  questions,  then  we  can 
have  a  separate  round. 

Mr.  Barlow.  I  am  going  to  ask  one  question,  please.  I  am  very 
interested  in  new  crops,  farmers  who  are  trying  to  diversify  and 
going  into  trying  out  a  new  crop  and  there  may  be  only  two  or 
three  or  four  of  them  in  the  county,  and  it  may  be  a  few  years  be- 
fore they  establish  some  record  of  success  that  will  enable  them  to 
encourage  other  farmers  to  go  along  and  follow  in.  How  can  you 
reach  out  and  give  these  people  coverage? 

I  have  an  orchard  owner  in  one  of  my  counties  in  my  western 
and  southern  Kentucky  district  who  simply  cannot  get  crop  insur- 
ance because  he  is  one  of  very  few  orchard  operators  in  that  county 
in  that  particular  area.  And  how  can  you  serve  these  people  who 
are  trying  to  broaden  their  crop  production  so  they  can  hedge  and 
increase  their  incomes? 

Mr.  ACKERMAN.  Let  me  give  you  a  very  specific  answer  and  then 
a  very  general  answer.  The  specific  answer  is  that  I  would  suggest 
that  this  particular  grower  be  in  contact  with  our  regional  service 
office  in  that  area  to  start  the  paperwork  process  for  crop  expan- 
sion. 

The  general  answer  is  that,  yes,  we  do  have  a  program  for  ex- 
panding insurance  into  additional  counties.  We  do  require  that  be- 
fore that  type  of  expansion  occurs,  there  be  a  certain  showing  that 
the  crop  is  of  a  certain  size,  that  it  has  a  production  record,  so  that 
we  can  set  actuarially  sound  rates.  If  these  orchard  growers  in 
Kentucky  are  in  touch  with  our  regional  service  office,  we  can  give 
them  the  very  specific  data  requirements  that  we  need. 

Mr.  Barlow.  What  if  they  are  still  getting  started  and  just  get- 
ting their  foot  in  the  door  so  to  speak?  Will  you  give  them  coverage 
for  a  start-up? 

Mr.  ACKERMAN.  I  cannot  give  you  a  direct  answer.  It  would  de- 
pend on  the  circumstances.  It  may  be  that  it  may  take  a  year  or 
two  to  develop  the  records  to  expand  into  that  county  but  we  would 
have  to  look  at  the  particulars.  Grenerally,  we  do  try  to  expand 
where  we  can  recognize  the  need 

Mr.  Barlow.  I  would  like  to  offer  an  amendment  on  the  bill  in 
this  regard  if  you  all  could  provide  me  with  legislative  assistance. 

I  would  like  to  explore  this  with  the  subcommittee. 

Thank  you. 

Mr.  MiNGE.  The  vote  is  continuing  over  on  the  floor  of  the  House, 
and  at  this  point,  I  am  going  to  recognize  Mr.  Barrett  who  has  not 
yet  asked  any  questions  and  turn  the  gavel  over  to  him. 

Mr.  Barrett  [acting  chairman].  In  terms  of  noncovered  crops, 
perhaps  Mr.  Ackerman,  let  me  divert  your  attention  to  a  crop  in 
my  area  which  is  becoming  rather  prevalent:  Millet,  birdseed.  This 
is,  as  I  understand  it,  not  covered  under  the  proposal  that  we  are 
talking  about. 

Mr.  Ackerman.  Under  the  disaster  program,  there  is  a  limitation 
for  a  crop  to  be  covered,  it  must  be  a  crop  grown  for  food  or  fiber. 
As  far  as  birdseed  goes,  I  asked  yesterday  for  an  opinion  of  counsel 
on  whether  birdseed  counts  as  a  food  because  it  is  in  the  same  cat- 
egory as  bait  fish  and  4-H  crops  and  others.  I  am  told  that  is  an 
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administrative  decision  we  can  make,  so  it  is  not  necessarily  ex- 
cluded. 

Mr.  Barrett.  I  am  serious  when  I  ask  the  question,  because  I 
am  getting  questions  in  my  district.  We  are  raising  between  50,000, 
100,000  acres.  In  northeastern  Colorado,  southern  Nebraska,  it  is 
becoming  a  big  crop.  It  is  specifically  for  the  reason  2  days  ago,  I 
had  a  devastating  hailstorm  through  a  part  of  my  district. 

I  had  a  producer  that  lost  500  acres  of  com.  No  insurance.  This 
crop  can  be  used  for  com  ground  or  wheat  ground.  And  we  have 
a  lot  of  hail  where  I  come  from.  I  think  my  State  probably  insures 
as  much  or  more  than  most  States  for  crop  insurance.  You  are  tell- 
ing me  that  if  it  is  to  be  covered,  if  it  can  be  covered,  it  will  be 
an  administrative  decision. 

Mr.  ACKERMAN.  What  I  am  saying,  a  question  had  come  up,  the 
standing  disaster  program  applies  to  all  crops  grown  for  food  and 
fiber.  A  question  had  come  up  as  to  what  is  a  crop  grown  for  food? 
Can  that  include  things  like  birdseed  or  bait  fish,  things  like  that. 
I  am  told  that  potentially  it  can. 

Mr.  Barrett.  Potentially  it  can  and,  for  the  third  time,  this 
would  be  an  administrative  decision. 

Mr.  ACKERMAN.  Correct. 

Mr.  Barrett.  Thank  you.  How  much  of  a  growing  history  is  re- 
quired for  a  crop  to  be  covered? 

Mr.  ACKERMAN.  To  be  covered  for  the  disaster  program,  it  does 
not  have  the  same  requirements  as  the  insurance  program.  To  be 
covered  under  the  insurance  program,  there  must  be  sufficient 
records  of  sufficient  growing  history  generally  going  back  3  or  4 
years  so  that  we  can  set  an  actuarially  sound  price. 

Mr.  Barrett.  So  with  a  growing  history  like  in  my  district  of 
millet,  it  wouldn't  become  necessarily  a  problem. 

Mr.  ACKERMAN.  I  would  have  to  look  at  the  particulars.  In  some 
cases,  it  may  take  a  year  or  two  to  develop  that  history.  But,  gen- 
erally, it  would  take  3  or  4  years  of  history  to  satisfy  that  require- 
ment. 

Mr.  Barrett.  Thank  you. 

I  guess  perhaps,  Mr.  Buntrock,  with  reference  to  the  ASCS  being 
supportive  of  the  dual  delivery  system,  in  this  past  week  or  10  days 
in  my  district,  I  am  getting  a  little  feedback  that  this  is  not  nec- 
essarily the  view  of  a  lot  of  people  out  in  the  hinterland. 

Would  you  care  to  comment  on  that? 

Mr.  Buntrock.  I  am  not  sure  what  you  are  referring  to  specifi- 
cally, but  I  might  just  say  in  general  that,  basically,  I  think  we 
have  to  look  at  this,  first  of  all,  in  the  context  of  the  Farm  Service 
Agency  under  the  reorganization  that  we  anticipate,  hopefully,  very 
soon.  As  envisioned  under  the  new  Farm  Service  Agency,  as  you 
know,  that  does  merge  the  existing  Federal  crop  insurance  together 
with  ASCS  as  well  as  Farmers  Home. 

In  that  context,  the  existing  staff  from  the  standpoint  of  the  pro- 
grams, in  other  words,  the  catastrophic  programs  and  so  on,  there 
will  be,  as  I  envision  it,  quite  a  lot  more  involvement  from  the 
standpoint  of  what  we  have  been  doing  in  the  past  in  the  adminis- 
tration of  ad  hoc  programs  and  what  we  have  done  up  to  this  time 
simply  because  we  will  be  setting  up  a  permanent-type  program 
where  what  we  will  be  doing  is  putting  together  the  data  informa- 
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tion  on  some  51  crops  specifically  that  the  crop  insurance  would 
cover. 

We  would  be  doing  a  lot  of  work  in  terms  of  setting  up  yields  on 
all  of  those  crops,  so  as  I  envision  it,  we  will  be  spending  a  great 
deal  of  time  in  this  risk  management  area  by  these  offices.  I  am 
not  sure  what  you  are  referring  to  in  terms  of  the  Federal  crop  in- 
surance or  involvement  at  that  level.  I  don't  know  of  anyone  who 
would  question  at  least  very  seriously  from  the  standpoint  of  the 
reinsurance  role  in  determining  the  actuarial. 

And  the  buyout,  so  to  speak,  in  that  portion  of  this  program,  to 
my  knowledge,  I  have  not  experienced  any  real  question  about 
whether  that  would  be  done  there  or  somewhere  else.  Most  all  of 
the  discussions  that  have  been  held  with  our  county  office  employ- 
ees who  administer  these  programs  locally,  as  you  know,  have  dealt 
primarily  with  this  dual  system  which  basically  is  that  50  percent 
loss,  60  percent  price  and  the  work  that  would  be  involved  in  con- 
nection with  that  in  setting  these  yields  and  data  information  for 
administration  of  those  programs.  So  I  have  not  heard  that. 

Mr.  Barrett.  I  am  suggesting  that  I  am  hearing  from  some  of 
the  rank  and  file,  they  simply  are  not  interested  in  becoming  insur- 
ance agents  they  have  got  enough  to  do  or  too  much  to  do.  They 
don't  want  to  go  to  school,  they  don't  want  to  be  trained,  there  are 
other  people  out  there  selling  insurance  and  leave  us  alone.  That 
is  essentially  what  I  am  hearing. 

Mr.  BUNTROCK.  I  am  sorry.  Maybe  I  misheard  you.  I  thought  you 
inferred  just  the  opposite.  But  in  response,  then,  I  guess  I  would 
just  add  then  very  quickly  that  we  envision,  in  our  discussions  with 
Mr.  Ackerman  and  his  staff  and  the  work  that  they  do,  we  do  not 
envision  that  we  will  make  actuarial  experts  nor  insurance  sales- 
men out  of  these  county  offices.  It  is  basically  a  lot  of  the  work  that 
we  are  currently  doing. 

As  you  know,  in  the  program  crops  in  establishment  of  yield  and 
prices,  we  are  doing  a  lot  of  that  now  simply  expanded  to  more 
crops  in  terms  of  that  50  percent  coverage  which  would  be  avail- 
able to  producers  as  they  come  into  the  office  and  as  you  know  it 
is  also  tied  to  participation  in  our  programs,  in  our  commodity  pro- 
grams, we  do  not  envision  that  to  have  the  same  degree  of  involve- 
ment and  expertise  as  bu3dng  up,  so  to  speak,  when  you  get  into 
the  various  options  that  will  be  offered  and  coverages  and  prices 
and  so  on. 

This  will  basically  deal  with  that  $50  per  crop  per  farmer  avail- 
ability and  we  envision  that  to  be  pretty  straightforward  in  terms 
of  not  being  overly  complicated. 

Mr.  Barrett.  Well,  it  is  an  additional  responsibility  and  addi- 
tional duty,  additional  paperwork,  et  cetera. 

Mr.  BuNTROCK.  That  is  correct. 

Mr.  Barrett.  Yes.  I  think,  Mr.  Ackerman,  you  indicated  earlier 
that  crops  outside  the  program  will  have  disaster  coverage. 

Mr.  Ackerman.  Yes. 

Mr.  Barrett.  No  question  about  that.  I  made  a  note  here  there 
will  be  an  area  requirement  it  is  not  an  ad  hoc  situation. 

Mr.  Ackerman.  That  is  correct.  There  will  be  an  area  of  trigger 
for  the  standing  disaster  program. 
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Mr.  Barrett.  What  then  would  be  a  good  definition  of  an  area 
of  trigger  for  a  noncovered  area. 

Mr.  ACKERMAN.  An  area,  essentially  the  way  we  would  envision 
it,  would  be  a  piece  of  land  about  the  size  of  a  county.  What  we 
would  look  for,  the  statutory  trigger  would  be  if  there  is  a  loss  in 
that  particular  crop  of  35  percent  in  that  area,  then  the  program 
would  be  triggered.  We  chose  that  concept — when  we  first  started 
drafting  this  bill,  we  were  thinking  in  terms  of  a  county  trigger, 
but  we  felt  that  that  was  too  rigid. 

There  are  too  many  situations  where  disasters  or  risk-prone 
lands  are  growing  areas  for  crops  either  across  county  lines  or  you 
have  situations  where  some  States  have  very  large  counties  other 
States  have  much  smaller  counties  that  you  could  have  a  number 
of  inequities  arising  from  a  strict  county  trigger,  so  we  wanted  to 
have  a  more  flexible  concept.  By  going  to  an  area  trigger,  you  have 
something  automatic. 

If  you  have,  for  instance,  earlier  this  year  there  was  some 
freezes,  very  bad  freezes  in  a  number  of  areas  of  the  South  which 
caused  wide  losses,  for  instance,  of  pecans.  In  those  areas,  this  pro- 
gram would  allow  the  disaster  program  to  be  triggered  through  this 
mathematical  trigger  right  away  rather  than  for  those  farmers  hav- 
ing to  wait  until  later  in  the  year  to  see,  for  instance,  whether 
there  is  a  drought  in  the  Midwest  or  a  flood  or  some  other  reason 
that  would  cause  Congress  to  pass  a  disaster  bill  for  this  year. 

Mr.  Barrett.  If  35  percent,  then  if  you  are  not  using  counties, 
what  will  you  be  using,  or  is  that  premature  now  and  will  it  be 
done,  again,  administratively,  that  decision? 

Mr.  ACKERMAN.  The  actual  drawing  of  the  area  lines  would  be 
done,  again,  administratively  through  a  rulemaking  procedure 
which  would  require  us  to  go  and  put  out  a  proposal  to  get  public 
comment.  To  review  that  public  comment,  we  would  want  to  get  a 
lot  of  input  on  this  process  and  then  those  lines  would  be  drawn. 

Mr.  Barrett.  You  feel  that  there  is  time  for  the  public  comment 
and  get  this  thing  in  operation  next  year? 

Mr.  ACKERMAN.  We  would  feel  that  public  comment  was  essential 
on  this  particular  point  because  this  area  trigger  is  very  important 
to  the  operation  of  the  disaster  program  for  this  program  to  be  pub- 
licly accepted,  a  round  of  public  comment  will  be  very  important. 

Mr.  Barrett.  It  certainly  will  be. 

Thank  you,  Mr.  Ackerman.  Thank  you,  Mr.  Buntrock.  Appreciate 
your  comments  and  your  participation. 

With  that,  unless  you  have  something  else  for  the  record,  we 
thank  you.  This  panel  then  is  adjourned. 

Mr.  Barrett.  What  about  the  possibility  of  combining  panels  two 
and  three  for  this  next  session?  We  may  have  some  people  who 
have  flights  to  catch  or  need  to  move  up  to  the  top  of  the  list,  and 
if  that  is  in  fact  the  case,  would  you  let  the  Chair  know. 

Mr.  Chairman,  we  are  trying  to  combine  the  second  and  third 
panels. 

Mr.  MiNGE  [acting  chairman].  We  are  honored  to  have  the  five 
of  you  here  with  us  this  afternoon,  and  I  understand  that  Dr. 
Cigdone  and  Mr.  Joyce  have  schedules  that  create  time  problems; 
is  that  correct? 

Is  there  anyone  else  who  has  a  problem  of  that  tjrpe? 
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What  is  the  time  constraint  under  which  you  are  with  us  today? 

Mr.  ClALONE.  I  have  a  plane  to  catch  at  5:45  or  5:30,  something 
Hke  that. 

Mr.  MiNGE.  And  Mr.  Joyce. 

Mr.  Joyce.  Approximately  5  o'clock,  if  I  can. 

Mr.  MiNGE.  All  right.  Well,  why  don't  we  go  right  straight 
through  the  testimony  and  start  with  each  of  you,  so  that  if  some- 
thing happens  we  make  sure  that  you  have  gotten  your  testimony 
in. 

So  we  will  start  with  Mr.  Cialone. 

STATEMENT  OF  JOE  CIALONE  ON  BEHALF  OF  THE  SOCIETY 

OF  AMERICAN  FLORISTS 

Mr.  Cialone.  Mr.  Chairman  and  members  of  the  subcommittees, 
I  want  to  express  my  thanks  to  have  this  opportunity  to  testify  on 
behalf  of  the  Society  of  American  Florists  with  regard  to  the  crop 
insurance  bill. 

I  have  spent  my  entire  life  in  agricultural  pursuits,  having  grown 
up  on  a  vegetable  farm  in  New  Jersey,  and  currently  consider  my- 
self a  farmer.  My  brother  and  our  family  own  a  nursery  in  Delray 
Beach,  Florida.  I  spent  some  of  my  earlier  career  as  a  research  sci- 
entist at  Rutgers  University,  so  I  have  sort  of  flirted  around  with 
the  agricultural  pursuits  my  entire  life. 

I  would  ask  your  permission  to  summarize  my  testimony  today 
and  would  ask  that  the  full  written  statement  be  included  in  the 
record. 

Floriculture  is  a  very  important  part  of  U.S.  agriculture.  Just  to 
give  you  an  idea  of  its  size,  the  floriculture  and  environmental  hor- 
ticulture industries  together  represent  almost  11  percent  of  the 
farm  gate  value  of  all  crop  agriculture  in  this  country. 

In  addition,  these  areas  are  the  fastest  growing  segments  of  U.S. 
agriculture.  The  estimated  value  of  floriculture  environmental 
crops  is  in  excess  of  $9  billion,  ahead  of  all  crops  in  the  United 
States  except  com  and  soybeans. 

First  of  all,  I  want  to  commend  the  committee  for  considering  the 
crop  insurance  reform,  but  I  would  like  to  point  out  a  couple  of 
things  from  the  specialty  crops  standpoint  that  we  are  concerned 
with  in  floriculture. 

The  bill,  as  I  understand  it,  still  tends  to  address  primarily  the 
areas  of  food  and  fiber,  and  because  of  that  there  is  not  enough 
flexibility  to  suit  the  very  diverse  interests  of  the  specialty  crop 
area,  particularly  in  the  case  that  I  am  speaking  of  and  that  is  the 
floriculture  area.  So  if  we  don't  do  something  in  this  bill  to  at  least 
include  some  flexibility  and  some  possible  ways  to  accommodate 
the  special  problems  that  we  have  in  floriculture,  we  will  once 
again  get  no  participation. 

And  I  think,  from  what  I  have  heard  in  the  testimony  today  so 
far,  that  one  of  the  key  things  about  crop  insurance  in  the  future 
is  that  we  have  a  high  percentage  of  participation  by  the  potential 
people  who  could  benefit  from  it. 

I  would  like  to  talk  about  three  things  very  briefly.  One  is  a  little 
bit  of  how  the  floriculture  industry  works. 
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Our  nursery  is  covered  by  Federal  crop  insurance.  I  will  give  you 
a  brief  interpretation  of  how  we  feel  about  it  personally  and  then 
talk  a  little  bit  about  the  current  reform. 

Floriculture  and  environmental  horticulture  are  often  called 
nursery  crops  or,  in  another  general  term,  ornamental  horticulture. 
This  is  a  very,  very  broad  area.  There  are  many,  many  kinds  of 
crops  involved,  many  kinds  of  structures  that  are  used  to  grow 
these  crops.  Some  are  grown  in  the  field.  It  includes  outdoor  trees 
and  shrubs,  flowers,  indoor  plants,  plants  that  are  used  in  offices 
and  in  hotels  and  museums  and  zoos  and  so  on  and  so  forth. 

Some  of  the  distinctions  in  these  crops  that  make  them  very  dif- 
ferent than  row  crops  is,  number  one,  with  floricultural  crops,  we 
are  basically  in  production  12  months  of  the  year  in  most  cases.  So 
we  are  constantly  harvesting.  It  is  not  one  planting  date  and  one 
harvest  date. 

The  diversity  of  the  crops  and  the  sequence  of  crops  can  change 
from  year  to  year.  Depending  on  market  needs,  growers  are  con- 
stantly changing  crops,  and  there  is  not  enough  flexibility  in  the 
current  programs  to  deal  with  that. 

Again,  I  think  the  premium  and  the  risk  management  has  not 
been  geared  to  deal  with  the  kind  of  crops  that  we  grow  in  flori- 
culture. I  really  feel  that  because  of  the  intensity  of  our  industry 
that  our  participation  could  be  a  plus  for  this  program,  that  if  the 
flexibility  was  put  in  place  to  deal  with  the  risks  that  we  have,  our 
people  would  be  willing  to  pay  a  fairly  high  premium  because  we 
don't  have  many  other  options  in  terms  of  the  insurance. 

Some  detailed  things,  and  I  will  go  through  them  real  quickly. 

Right  now,  only  plants  in  containers,  as  they  refer  to  the  flori- 
culture and  nursery  business,  only  plants  in  containers  are  covered. 
So  a  4-inch  pot  is  covered.  If  we  have  two  4-inch  pots  together  and 
call  it  a  tray,  it  is  not  covered.  A  tree  in  the  ground  is  not  covered, 
but  if  I  dig  it  today  and  put  it  in  a  container,  tomorrow  it  is  cov- 
ered. 

These  are  things  that  just  don't  make  any  sense,  and  when  you 
are  trying  to  sell  a  program  to  a  grower  with  a  reasonable  amount 
of  intelligence  and  he  asks  these  questions  and  there  are  no  an- 
swers, it  just  doesn't  add  up,  and  it  doesn't  make  any  sense. 

In  addition,  a  lot  of  our  crops  are  considered  as  one  crop,  where 
in  fact  we  are  talking  about  hundreds  and,  if  we  include  the  nurs- 
ery area,  literally  thousands  of  different  kinds  of  crops.  And  it 
would  be  like  telling  a  soybean  grower  that  he  is  in  the  same  boat 
as  a  corn  grower  or  a  wheat  grower.  Those  crops  are  distinct,  and 
our  crops  are  distinct  as  well. 

The  bottom  line  with  regard  to  insurance — and  I  tell  you  this 
from  experience.  Anyone  in  the  field  of  agriculture  who  went 
through  August  of  1992  in  south  Florida  and  saw  the  devastation 
that  one  storm  can  put  on  agriculture  in  general  and  the  nursery 
industry  in  particular,  where  whole  nurseries  along  with  the  facili- 
ties and  the  plants  literally  blew  away  and  perhaps  are  still  up  in 
the  air  somewhere. 

Our  company  came  to  the  conclusion  that  I  would  never  go  to 
sleep  again  the  night  before  a  hurricane  without  some  kind  of  in- 
surance. So  we  opted  for  the  Federal  crop  insurance  plan.  There 
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are  a  lot  of  things  about  it  I  don't  like,  but  there  are  not  many 
other  options  that  we  have. 

Kind  of  in  summary,  I  would  really  encourage  everyone  who  is 
involved  in  this  reform  package  to  think  about  the  specialty  crops 
area  not  as  an  area  that  is  going  to  drag  this  program  down  but 
one  that  is  going  to  really  perk  it  up.  Because  I  believe  that  our 
sector  of  agriculture  can  be  a  very  positive  force  if  the  program  is 
geared  properly  and  that  our  growers  would  be  very,  very  happy 
to  participate  if,  in  fact,  it  was  in  our  best  interests  to  do  so. 

So  I  encourage  the  committee  to  consider  some  of  the  things  that 
we  said  and  some  of  the  things  that  are  in  our  written  testimony. 
And  I  thank  you  very,  very  much  for  this  opportunity. 

[The  prepared  statement  of  Mr.  Cialone  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  MiNGE.  Thank  you. 

I  would  like  to  next  call  on  Mr.  John  Joyce. 

STATEMENT  OF  JOHN  H.  JOYCE,  CHAIRMAN,  AMERICAN 
ASSOCIATION  OF  CROP  INSURERS 

Mr.  Joyce.  Thank  you  for  the  opportunity  to  present  our  views 
on  specialty  crops  and  noninsurance  assistance  programs. 

Again,  our  association  represents  about  60  percent  of  the  current 
MPCI  business,  protecting  some  700,000  policyholders. 

The  question  recently  posed  to  us  is  why  would  insurance  compa- 
nies be  involved  in  noninsured  assistance  programs?  And,  very 
bluntly,  we  believe  that  the  insurance  industry  is  best  positioned 
to  deliver  the  nonassistance  program,  and  it  would  be  in  the  spe- 
cialty crop  producers'  and  taxpayers'  interest  to  do  so. 

Most  of  our  members  are  directly  involved  either  totally  with  ag- 
riculture or  have  major  agricultural  units,  and  the  development  of 
additional  agricultural  lines  is  very  important  to  us. 

Four  main  reasons  why  the  private  sector  can  do  the  best  job  in 
delivering  the  program. 

We  have  agents  in  nearly  every  community,  and  specialty  crop 
growers  are  accustomed  to  dealing  with  these  agents.  Conversely, 
many  of  these  crops  are  not  affected  by  ASCS  or  other  govern- 
mental programs.  Consequently,  as  was  just  stated,  they  are  used 
to  dealing  with  agents  looking  for  the  specialized  coverages  that 
are  necessary. 

Private  agents,  who  already  deliver  the  Federal  insurance  pro- 
gram and  privately  underwritten  crop  hail,  in  addition  are  trjdng 
to  develop  some  named  peril  programs  that  specifically  address 
some  of  these,  hopefully  in  conjunction  with  FCIC. 

Involvement  of  the  private  sector  in  noninsured  assistance  would 
expedite  the  expansion  of  the  insurance  coverage  to  these  crops.  In 
conjunction  with  FCIC,  we  could  foster  this  expansion  by  approving 
reinsurance  for  particular  product  lines  or  test  markets  that  are 
tailored  to  specifically  address  the  needs  of  these  growers  which 
are  willing  to  pay  a  reasonable  price  for  insurance. 

The  private  sector  is  basically  more  efficient  and  effective  than 
government  in  this  kind  of  a  process,  as  is  pointed  out  by  the  fact 
that  93  percent  of  the  current  farmers  are  purchasing  their  mul- 
tiple peril  from  a  privately  reinsured  company. 
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We  recognize  the  cash  receipts  from  these  products  in  1992,  ac- 
cording to  the  best  information  we  can  obtain,  exceeds  $35  billion. 
Specialty  crops  deserve  real  crop  insurance  based  upon  their  indi- 
vidual needs.  The  best  way  to  establish  the  actual  yield  of  these 
crops  is  for  the  data  to  be  collected,  jointly  reviewed  by  FCIC  and 
the  companies  involved,  and  to  pursue  development  of  these  pro- 
grams as  soon  as  sufficient  information  is  available  to  assure  that 
the  actuarial  sufficiency  needs  are  met. 

Our  recommended  changes  with  respect  to  the  noninsured  pro- 
grams are  very  simple: 

Require  producers  to  apply  to  an  office  of  a  licensed  private  in- 
surance provider  as  opposed  to  local  USDA  office;  channel  all  loss 
payments  through  a  licensed  insurance  provider;  and  reimburse 
the  private  insurance  provider  according  to  the  same  principles  in 
other  programs. 

We  recognize  and  support  the  attempts  to  establish  equity  be- 
tween the  producers  of  insured  and  noninsured  crops.  To  the  extent 
that  the  bill  is  ambiguous  with  respect  to  the  kind  of  reporting 
acreage  planted  and  the  rules  under  which  yields,  et  cetera,  are  es- 
tablished, we  recommend  that  they  become  concurrent.  Everyone 
should  be  on  record  up  front  as  to  the  crops  they  intend  to  plant 
and  which  noninsured  assistance  may  be  later  given. 

I  would  also  point  out  while  we  have  the  opportunity  to  retreat 
to  the  basic  program  and  just  say  to  this  committee,  which  I  have 
already  heard  today,  we  are  extremely  concerned  about  the  poten- 
tial for  upset  of  the  existing  MPCI  program  due  to  the  funding.  We 
rely  on  this  group  and  FCIC  to  take  care  of  that  problem. 

I  am  old  enough  to  have  lived  through  the  upset  of  1990  when 
the  program  suffered  significant  damage  by  the  instability  that  was 
caused  over  funding  crisis  at  that  time,  and  we  certainly  trust  that 
it  will  not  become  a  crisis  at  this  point. 

We  would  also  go  on  record  as  saying  we  still  would  propose  to 
reduce  paperwork  and  regulatory  burden  on  the  program  by  a 
third.  We  question  the  need  for  duplicity  of  the  program,  and  we 
need  to  improve  program  compliance  and  integrity. 

We  thank  you  for  the  opportunity  to  be  here. 

[The  prepared  statement  of  Mr.  Joyce  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  MiNGE.  Thank  you. 

I  believe  that  we  have  another  vote  coming  up.  Well,  in  light  of 
that  and  the  possibility  that  we  will  be  taking  a  break,  I  am  going 
to  call  for  questions  of  our  first  two  witnesses  and  then  continue 
with  the  balance  of  the  panel. 

And,  Mr.  Barrett,  would  you  like  to  start? 

Mr.  Barrett.  I  guess  I  made  a  note  here,  Mr.  Chairman,  on  Mr. 
Cialone's  comments  on — you  are  not  able  to  buy  private  insur- 
ance— or  did  I  misunderstand  you?  You  were  talking  about  plants 
in  the  ground.  Aren't  there  ways  through  the  private  insurance 
markets  that  you  can  purchase  insurance,  greenhouses  and  so 
forth? 

Mr.  ClALONE.  Well,  there  is  facility  insurance,  but  crop  insurance 
is  literally  impossible  or  so  prohibitive  in  cost  to  be 
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Mr.  Barrett.  So  you  are  telling  the  subcommittees  that  you  can- 
not insure  the  plants  outside,  the  growing  plants,  the  trees,  the 
flowers,  the  floriculture  outside. 

Mr.  ClALONE.  Exactly. 

Mr.  Barrett.  Inside  you  are  OK. 

Mr.  ClALONE.  Well,  yes,  as  long  as  no  one  tampers  with  the  cur- 
rent program.  Yes. 

And  I  must  say  this,  and  I  didn't  mention  it  in  my  testimony, 
that  the  regional  office  that  has  dealt  with  Florida,  the  FCIC  office, 
has  been  absolutely  super.  They  have  taken  the  existing  legislation 
and  worked  with  us  beyond  the  call  of  duty  to  adapt  the  current 
legislation  to  facilitate  our  buying  insurance. 

And  after  Andrew,  which  scared  the  pants  off  of  all  of  us,  quite 
a  few  of  our  growers  have  participated.  More  would  participate, 
however,  if  there  were  just  some  of  these  little  things  that,  without 
going  into  any  more  detail,  a  few  of  these  things  could  be  accommo- 
dated on  a  more  flexible  basis,  more  of  our  growers  would  definitely 
participate. 

Our  risk — by  the  way,  the  last  major  hurricane  in  Florida  was — 
there  were  22  years  between  hurricanes.  For  our  crops,  if  you  start 
assessing  risk,  for  most  floriculture  crops,  drought  is  not  an  issue. 
Even  freezes  are  usually  not  an  issue,  because  we  have  to  grow  the 
crops  with  heat  anyway,  if  they  are  indoor  crops,  if  they  are  green- 
house crops.  So  we  have  a  little  different  risk  scenario  that  I  think 
is  less  risky  from  an  insurance  standpoint,  and  I  am  not  an  actuar- 
ial, so  maybe  I  stuck  my  foot  in  my  mouth  there. 

Mr.  Barrett.  Well,  that  clarifies  the  question.  Thank  you  very 
much. 

I  guess  just  a  statement,  Mr.  Chairman.  I  appreciated  Mr. 
Joyce's  comments  about  the  potential,  at  least,  of  this  becoming  an 
administrative  nightmare  when  we  involved  the  Government  and 
the  private  sector,  and  we  have  some  problems  with  the  bureauc- 
racy and  the  paperwork  and  the  mandates  right  now.  And  I  do 
have  a  fear  that  the  regulatory  burden  could  be  increased  substan- 
tially. So  I  appreciated  that  comment  very,  very  much. 

With  that,  thank  you,  Mr.  Chairman. 

Mr.  MiNGE.  I  would  like  to  add  a  couple  of  other  questions. 

Dr.  Cialone,  you  mentioned  that  there  is  not  insurance  available 
in  the  private  sector,  except  at  a  very  high  premium.  I  take  it  that 
the  Federal  premiums  would  be  similar  if  they  were  to  achieve  a 
full  cost  of  operation  of  the  program  and  would  only  be  the  subsidy 
then  that  would  bring  down  the  premium? 

Mr.  ClALONE.  Well,  again,  and  I  don't  profess  to  be  an  expert  at 
this  at  all,  but  it  just  seems  to  me,  based  on  almost  25  years  of 
history,  that  if  one  looks  at  the  risk  of  greenhouse  crops — and  this 
is  fairly  well  documented,  by  the  way — I  really  believe  that  growers 
would  be  able  to  afford  a  premium  if  there  were  enough  partici- 
pants and  the  risk  was  spread.  That  with  greenhouse  insurance, 
greenhouse  crop  insurance,  I  don't  believe  that  the  premiums 
would  be  that  high. 

I  think  the  problem  from  the  insurance  standpoint  is  there  are 
just  very  few  carriers  who  understand  our  industry  and  have  any 
desire  to  be  involved.  In  other  words,  if  I  go  out  and  try  to  look 
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for  crop  insurance,  there  is  just  no  place  to  look.  Insurance  carriers 
are  just  not  interested. 

Mr.  MiNGE.  Is  there  insurance  that  is  being  written  in  the  pri- 
vate sector  that  covers  the  contents  of  a  greenhouse?  That  is,  the 
plants  in  the  greenhouse? 

Mr.  ClALONE.  We  have  one  major  insurance  carrier  for  the  green- 
house industry,  and  they  have  some  programs  where  they  will  en- 
sure a  given  value  to  a  certain  bench  space,  irrespective  of  what 
crop  you  have  on  there. 

So,  if,  for  instance,  the  facility  fails  in  a  snowstorm  or  hail  or 
whatever,  they  will  insure  you  to  so  many  dollars  per  square  foot. 
And  you  can  have  gold  nuggets  there,  so  there  are  some  of  those 
kind  of  programs  available,  yes. 

Mr.  MiNGE.  How  would  this  situation  be  different  than,  say,  the 
contents  of  a  livestock  barn?  Because  you  are  able  to  control  many 
of  the  risks  that  face  farmers  who  are  farming  with  row  crops  or 
with  fields  because  of  the  enclosed  structure,  and  you  are,  in  effect, 
irrigating.  You  are  supplying  water  and  nutrients  and  so  on. 

Isn't  the  risk  in  your  industry  substantially  less  than  it  is  in  ag- 
riculture generally? 

Mr.  ClALONE.  I  would  say  so.  That  was  the  point  I  was  trying 
to  make  before.  Our  big  risk,  at  least  for — I  am  not  going  to  speak 
for  the  nursery  side,  the  outdoor  side,  but  for  the  covered  facilities 
side,  we  generally  have  to  take  care  of  heat  and  water,  and  our  big 
risk  is  facility  failure,  which  is  tornado,  hurricane.  And  I  think  the 
statistics  on  tornadoes  and  hurricanes  are  probably  pretty  well- 
known  around  the  United  States,  so  that  it  would  not  be  difficult, 
I  don't  think,  to  put  together  a  history  which  would  allow  the  de- 
velopment of  a  premium  that  would  be  very  positive,  I  think,  for 
this  program. 

Mr.  MiNGE.  Do  you  think  that  such  a  program  could  be  run  at 
no  net  cost  to  the  Federal  Grovernment  in  the  long  run? 

Mr.  ClALONE.  I  would  like  to  think  that,  but  I  don't  feel  qualified 
enough  to  know  that.  But  I  really  believe,  because  of  the  intensity 
of  the  production  that  we  get  on  a  per  acre  basis,  that  we  would 
be  able  to  afford  a  premium  that  I  think,  if  it  was  spread  over  the 
entire  industry  around  the  United  States,  I  think  it  could  certainly 
become  at  least  dollar  neutral  and  perhaps  could  actually  be  a  posi- 
tive dollar  amount.  That  would  be  my  opinion  without  having  a  lot 
of  facts  to  back  it  up. 

Mr.  MiNGE.  Thank  you. 

Mr.  Joyce,  I  was  interested  in  your  comments  about  doing  the  ac- 
tual work  of  covering  the  noninsured  crops  and  administrating  the 
special  disaster  program.  What  type  of  cost  do  you  project  there 
would  be  associated  with  the  operation  of  such  a  program  by  the 
private  sector? 

Mr.  Joyce.  We  have  not  tried  to  put  a  costing  around  this  at  this 
point.  I  think  the  issue  at  hand  today  was  to  express  to  the  sub- 
committees that  we  would  like  to  be  involved  in  this  process  for 
many  of  the  reasons  that  you  just  heard  from  the  gentleman  down 
here  in  development  of  these  programs. 

We  did  not  come  prepared  with  costs.  We  can  work  with  FCIC 
as  to  all  of  the  processes  to  go  through.  So  we  have  not  tried  to 
cost  it. 
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I  think  the  main  purpose  was  to  say  to  the  subcommittees  that 
we  are  very  interested  in  finding  a  methodology  to  help  insure  and 
manage  these  risks  to  build  a  capacity  that  the  gentleman  down 
here  just  referred  to  that  is  so  badly  needed.  That  is  what  pre- 
cludes us  from  getting  in. 

The  concentrations  of  risk  subject  to  one  event  are  fantastic,  and 
that  is  the  t3rpe  of  thing  that  has  caused  a  lot  of  hesitancy  in  the 
development  of  these  programs.  And  our  association  is  very  actively 
trying  to  find  a  way  to  address  some  of  these  particular  situations, 
but  we  did  not  come  prepared  with  costing  at  this  point  in  time. 

Mr.  MiNGE.  Do  you  have  any  areas — crops  or  otherwise — that 
you  would  suggest  as  a  possible  pilot  project  in  this  regard? 

Mr.  Joyce.  Two  or  three  of  them  are  on  this  list  that  are  a  great 
deal  of  interest  to  our  clients,  and  named  peril  programs  by  some 
of  the  member  companies  of  ASCS  are  already  on  the  drawing 
board  and  trying  to  be  worked  out — citrus  freeze  in  California  at 
this  point,  mostly.  There  is  an  MPCI  program  in  Texas.  There  is 
some  interest,  we  think,  for  expansion  of  that  program  into  Florida. 

There  is  all  kinds  of  nursery  stock  requests,  both  in — I  won't  get 
into  the  distinctions  of  the  group.  I  will  get  myself  in  trouble 
among  this  group. 

But  I  will  say  that  all  segments  of  specialty-type  programs,  high- 
value  programs,  are  constantly  coming  to  us,  because  the  crops 
themselves  are  usually  underprotected  or  not  protected.  And  I  will 
just  leave  it  at  that. 

And  we  are  extremely  interested  in  development  of  those  mar- 
kets, in  the  same  way  some  of  the  specialty  fruits  and  vegetables 
as  they  go  along.  Exactly  how  and  where  I  wouldn't  attempt  to  tell 
you  at  this  point  in  time.  We  are  just  trying  to  find  a  way. 

Mr.  MiNGE.  Thank  you.  I  believe  that  we  have  a  vote  pending, 
and  I  don't  have  anyone  else  to  turn  the  gavel  over  to,  so  what  I 
am  going  to  do  is  to  adjourn — well,  temporarily  adjourn  the  hearing 
until  this  vote  is  closed,  and  then  we  will  take  the  testimony  from 
the  remaining  witnesses  and  complete  our  panel  this  afternoon. 

[Recess  taken.] 

Mr.  MiNGE.  We  will  resume  the  joint  hearing  and  appreciate  the 
patience  of  panel  members  who  will  be  giving  testimony. 

Let's  start  with  the  gentleman  to  my  left. 

STATEMENT  OF  BEN  BOLUSKY,  DIRECTOR,  GOVERNMENT 
AFFAIRS,  AMERICAN  ASSOCIATION  OF  NURSERYMEN 

Mr.  BoLUSKY.  Thank  you,  Mr.  Chairman. 

I  am  Ben  Bolusky,  director  of  government  affairs  for  the  Amer- 
ican Association  of  Nurserymen,  and  we  welcome  this  opportunity 
to  present  our  views  with  respect  to  the  Federal  crop  insurance 
program. 

J^  you  heard  just  a  while  ago,  according  to  USDA's  Economic  Re- 
search Service,  nursery  and  greenhouse  crops  at  farmgate  value  to- 
talled an  estimated  $9  billion  in  1993,  representing  nearly  11  per- 
cent of  the  total  cash  receipts  for  all  U.S.  farmer  crops.  In  1991, 
they  ranked  sixth  nationally  in  total  grower  cash  receipts  among 
all  farm  commodities.  And  nursery  and  greenhouse  crop  production 
now  ranks  in  the  top  five  agricultural  commodities  in  23  States  and 
in  the  top  10  in  42  States. 


40 

This  impressive  industry  record  of  growth  becomes  even  more  so 
when  one  considers  that,  unhke  other  segments  of  agriculture,  the 
nursery  industry  does  not  receive,  nor  does  it  desire,  any  Federal 
production  subsidies  or  price  supports. 

So  unlike  food,  feed  or  fiber  crops,  an  individual  nursery  farm 
often  produces  hundreds  or  perhaps  even  thousands  of  plant  vari- 
eties on  anjrwhere  from  a  few  acres  to  hundreds  of  acres  or  more. 

Unlike  farming  operations  of  many  of  the  major  commodities, 
most  nursery  crops  are  not  harvested  in  the  same  year  in  which 
they  are  planted.  Moreover,  although  they  may  be  planted  at  the 
same  time,  not  all  such  nursery  crops  are  then  harvested  at  the 
same  time.  Many  crops  are  grown  for  varying  lengths  of  time  in 
order  to  produce  several  size  selections  of  the  same  plant. 

Mr.  Chairman,  the  American  Association  of  Nurserymen  rec- 
ommends that  the  availability  of  Federal  crop  insurance  be  ex- 
panded to  all  agricultural  crops  including  all  field-grown  and  all 
container-grown  nursery  crops  and  that  its  purchase  by  farmers  be 
made  more  economical. 

By  recommending  that  all  agricultural  crops  be  eligible  for  crop 
insurance,  we  are  not  in  any  way  suggesting  that  the  premiums  for 
all  crops  be  uniform.  The  premiums  should  reflect  the  risks  posed 
by  respective  crops.  Certainly  there  are  wide  differences,  even 
among  nursery  crops,  throughout  the  various  USDA  hardiness 
zones  which  would  reasonably  require  differing  levels  of  winteriza- 
tion  protection. 

The  availability  of  Federal  insurance  for  nursery  crops  is  se- 
verely limited.  Upwards  of  perhaps  as  many  as  5,000  plant  species 
are  commercially  produced  by  nursery  growers,  yet  the  eligible 
plant  list  for  1994  has  only  494  plant  species.  In  fairness,  though, 
it  should  be  noted  that  these  494  species  represent  some  of  the 
most  popular  and  widely  grown  species  in  the  nursery  industry. 

Nonetheless,  this  eligible  list  is  restricted  to  those  plant  species 
grown  only  in  containers,  as  you  heard  a  little  earlier.  No  field- 
grown  or  in-ground  plant  species  of  any  kind  is  eligible  for  crop  in- 
surance. So  while  a  rhododendron,  for  example,  being  grown  in  a 
container  is  eligible,  the  exact  same  plant,  if  grown  in  the  ground 
perhaps  in  the  same  nursery,  is  not. 

The  reason  most  often  cited  is  that  field-grown  nursery  crops  are 
more  susceptible  to  the  multiyear  production  perils  of  nature  be- 
cause their  environment  is  less  controllable  than  plants  growing  in 
containers  which,  for  example,  can  be  moved  indoors  into  tem- 
porary greenhouses  for  protection.  A  strong  case  can  be  made,  how- 
ever, that  once  established,  a  nursery  plant  or  tree  growing  in  the 
ground  may  be  equally  or  better  acclimated  to  surviving  than  a 
containerized  plant  without  sufficient  protection. 

Federal  crop  insurance  is  also  not  currently  available  for  liners 
or  young  plants  in  their  early  stages  of  growth  which  are  often  pro- 
duced to  be  grown  on  by  other  nursery  farmers  to  larger  sizes.  In 
effect,  this  rules  out  Federal  crop  insurance  for  nearly  all  nursery- 
propagated  material. 

In  those  instances  where  Federal  crop  insurance  is  available  to 
nursery  farmers,  the  policy  deductibles  are  often  excessive,  making 
the  purchase  of  crop  insurance  unattractive.  As  a  result,  our  expe- 
rience is  that  unless  a  nursery  grower  believes  his  or  her  entire 
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crop  can  be  totally  destroyed,  the  grower  often  makes  a  calculated 
business  decision  to  forgo  the  purchase  of  what  he  or  she  considers 
to  be  overly  expensive  crop  insurance. 

In  the  current  program,  with  its  high  deductibles,  it  is  difficult, 
if  not  impossible,  to  convince  nursery  growers  outside  the  south- 
eastern United  States  that  the  expense  of  a  Federal  crop  insurance 
policy  is  a  wise  business  decision  when  the  chances  of  their  crops 
being  totally  destroyed  are  perceived  to  be  minimal.  Nonetheless, 
the  destruction  caused  by  Hurricane  Andrew  in  1992  demonstrated 
that  a  crop  could  indeed  be  totally  destroyed. 

Many  commercial  lending  institutions  are  beginning  to  require 
nursery  growers  to  carry  a  crop  insurance  policy  as  collateral.  As 
a  result  of  this  expected  banking  trend  and  as  long  as  the  Federal 
crop  insurance  program  continues  to  exclude  so  many  nursery 
crops,  nursery  growers  will  find  it  increasingly  difficult  to  obtain 
necessary  financial  backing  to  deal  with  critical  and  recurring  off- 
season cash-flow  problems. 

Mr.  Chairman,  the  American  Association  of  Nurserjrmen  believes 
that  the  proposed  legislation  is  generally  a  positive  first  step. 

There  are  two  specific  provisions  which  trouble  us  deeply,  and  we 
would  like  to  bring  to  your  attention  the  written  statement  for  the 
record  submitted  by  the  American  Sod  Producers  Association.  Their 
concerns  are  exactly  the  same  as  ours. 

The  first  concern  is  the  crop  eligibility  provision  found  at  page 
21  of  H.R.  4217  under  producer  eligibility.  This  section  of  the  bill 
would  condition  eligibility  for  catastrophic  risk  protection  coverage 
on  the  definition  of  the  term  person  as  defined  by  the  Secretary  of 
Agriculture.  Since  eligibility  will  be  determined  by  regulations  is- 
sued by  USDA,  AAN  believes  it  is  critical  that  any  final  legislation 
explicitly  clarify  that  nonfood  and  fiber  crops  such  as  nursery  crops 
and  turf  grass  sod  are  included  for  purposes  of  program  eligibility. 

Second,  and  perhaps  even  more  important,  section  IV  of  the  bill 
authorizes  the  establishment  of  the  noninsured  assistance  program. 
Under  this  section,  coverage  would  be  extended  to  all — and  I  quote, 
"Commercial  crops  and  commodities  for  which  catastrophic  risk 
protection  coverage  is  not  available  and  that  are  produced  for  food 
and  fiber."  Use  of  the  phrase  food  and  fiber  excludes  nursery  crops 
from  eligibility  for  this  program. 

If  the  Federal  crop  insurance  program  is  not  expanded  to  cover 
field-grown  and  additional  container-grown  nursery  crops  and  this 
proposed  noninsured  assistance  program  is  limited  to  food  and 
fiber,  nursery  growers  will  continue  to  fall  between  the  cracks.  For 
such  a  large  and  significant  segment  of  agriculture,  this  is  just  un- 
acceptable. 

The  Federal  crop  insurance  program  will  never  attain  the  success 
it  needs  if  significant  segments  of  agriculture,  such  as  the  nursery 
industry,  continue  to  be  excluded  from  eligibility  and  full  participa- 
tion on  the  basis  of  artificial  grounds  that  is  neither  food  nor  fiber. 
To  avoid  exacerbating  the  nursery  industry's  current  problems  with 
Federal  crop  insurance  and  USDA  disaster  assistance  programs, 
we  believe  strongly  that  section  522(a)(1)  must  be  amended  so  that 
nursery  crops,  turf  grass  sod  and  other  nonfood  or  fiber  crops  are 
explicitly  eligible  for  the  noninsured  assistance  program. 
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Mr.  Chairman,  the  American  Association  of  Nurserymen  deeply 
appreciates  the  opportunity  to  share  these  observations  and  experi- 
ences with  respect  to  the  insurance  program.  We  hope  Congress 
will  work  to  expand  its  availability.  Thank  you,  sir. 

[The  prepared  statement  of  Mr.  Bolusky  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  MiNGE.  Thank  you. 

Mr.  Bunting. 

STATEMENT  OF  BENNY  BUNTING  ON  BEHALF  OF  THE 
NATIONAL  FAMILY  FARM  COALITION 

Mr.  Bunting.  Mr.  Chairman,  I  am  pleased  to  testify  on  the  im- 
portant issue  of  specialty  crops  and  the  proposal  to  change  crop  in- 
surance and  disaster  programs.  I  work  with  farm  plant  advocates, 
one  of  the  39  organizations  of  the  National  Family  Farm  Coalition 
which  covers  32  States.  I  am  a  farmer  from  Oak  City,  North  Caro- 
lina, growing  shiitake  mushrooms  and  raising  poultry. 

Specialty  crop  farmers,  which  would  include  specialty  livestock, 
contract  growers  of  poultry,  eggs  and  fish  have  been  purposely  ig- 
nored or  forgotten  when  Federal  crop  reform  or  regulations  have 
been  considered.  I  am  a  grower  of  shiitake  mushrooms  and  have 
poultry  on  contract  so  I  have  a  firsthand  observation  of  the  need 
for  Federal  crop  inclusion  of  specialty  crops. 

I  work  as  policy  director  for  Farm  Plan  Advocates,  which  is  a 
nonprofit  organization  that  offers  direct  assistance  to  distressed 
farmers.  This  work  necessitates  that  often  we  suggest  an  alter- 
native crop  or  crops  be  grown  in  order  to  increase  the  farm's  poten- 
tial cash  flow. 

This  sometimes  creates  new  problems  for  the  farmers.  Creditors 
don't  accept  or  recognize  this  as  new  potential,  but  rather  view  it 
as  speculation  only.  For  instance,  a  fellow  was  seeking  operating 
money  for  a  shiitake  mushroom  farm,  and  the  converted  facilities 
should  have  had  the  equity  to  secure  the  loan.  Not  so.  Farm  Cred- 
it's appraisal  left  out  the  value  of  the  buildings  with  the  reasoning, 
the  farming  operation  does  not  conform  to  normal  agricultural  pro- 
duction in  the  surrounding  community. 

This  lender's  mentality,  coupled  with  the  unavailability  of  ade- 
quate insurability,  limits  the  production  of  specialty  crops. 

I  know  a  dairy  farmer,  Mr.  Tranthem,  who  started  an  innovative 
pasture  rotation  to  feed  his  herd.  Disaster  regulations  for  the 
Southeast  give  value  to  pasture  production  only  through  November 
28,  to  be  specific.  The  drought  caused  extensive  damage  to  his  pas- 
tures, but  because  this  farmer's  method  differed,  his  actual  losses 
were  not  calculated  for  disaster  assistance. 

Mr.  Wilson,  a  North  Carolina  vegetable  farmer,  suffered  dra- 
matic losses  due  to  weather  conditions.  This  farmer  grew  his  crops 
using  organic  methods  and  because  these  methods  differed  in  pro- 
duction practices  the  results  were  very  limited  disaster  assistance. 

And  now  let's  look  at  the  established  yields  before  we  go  any  fur- 
ther. 

In  North  Carolina,  disaster  assistance  has  been  available  to 
farmers  for  five  consecutive  years.  This  doesn't  mean  every  farmer 
would  have  qualified  with  a  35  percent  loss  every  year,  but  com- 
mon sense  would  tell  us  that  established  yields  would  be  unaccept- 
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ably  low.  These  low  established  yields  would  make  insurable  losses 
much  below  the  income  level  needed  for  sustaining  a  viable  farm- 
ing operation.  Changes  are  needed  to  rectify  these  problems. 

Contract  poultry  farmers  have  a  unique  set  of  circumstances  but 
are  surely  as  needful  of  Federal  crop  insurance.  These  farmers  in- 
sure their  tractors  and  combines  like  other  farmers,  but  there  the 
similarities  end.  Contract  poultry  growers  don't  own  the  birds,  so 
insurance  and  Government  disaster  assistance  goes  to  the  integra- 
tor. 

There  was  the  case  years  ago  when  the  Avian  flu  was  infecting 
large  poultry  areas.  The  solution  was  to  destroy  the  flocks.  Govern- 
ment disaster  assistance  was  given  to  the  integrator.  Yes,  they  had 
huge  losses,  but  the  farmer  was  forgotten.  He  had  lost  2  months 
of  work,  had  expenses  and  utilities  and  hired  labor  plus  many 
other  costs  for  those  same  months,  and,  on  top  of  that,  now  he  has 
to  sit  idle  while  the  farm  is  under  quarantine.  His  real  estate  and 
living  expense  for  himself  and  his  help  continued,  but  he  had  no 
crop  to  sell  and  insurance  was  unavailable. 

With  the  drought  of  1983,  the  entire  Southeast  was  besieged 
with  high  temperatures.  This  meant  that  for  poultry  growers  their 
income-producing  crop  was  completely  wiped. out.  You  must  under- 
stand the  way  the  industry  works  in  order  to  understand  and 
achieve  a  solution. 

The  grower  does  not  own  his  flock.  He  contracts  to  raise  them 
in  his  facilities.  His  income  is  tied  to  production.  In  the  past,  the 
company  actually  increased  profits  when  the  heat  losses  hit  the 
Southeast,  because  the  market  price  increased  when  the  supply 
went  down.  The  companies  were  compensated  for  their  losses  due 
to  the  fact  that  their  income  is  based  on  production  and  market- 
driven  prices.  A  grower  with  a  house  containing  24,000  birds  7 
weeks  old  could  lose  4,000  birds  a  day  when  the  temperature 
climbs  above  98  to  101  degrees. 

This  heat  loss  is  indiscriminate,  but  when  it  happens  a  grower 
will  receive  what  is  called  minimum  pay.  This  minimum  pay  will 
not  usually  cover  the  real  estate  payment  which  goes  directly  from 
the  integrator  to  the  mortgage  holder.  This  leaves  the  grower  with 
little  or  no  money  to  pay  other  operating  and  living  expenses. 

Mrs.  Johnson,  a  widow  in  my  community,  was  caught  with  these 
losses  on  two  consecutive  flocks  in  the  summer  of  1993.  Her  social 
security  check  had  to  be  used  to  pay  operating  expenses.  Her  loss 
was  due  to  natural  causes  and  was  as  acute  as  a  hail  storm,  a 
drought  or  a  flood.  Federal  crop  insurance  and  Government  disas- 
ter assistance  shcvlJ  have  been  available  to  this  and  all  other  con- 
tract growers. 

We  have  all  read  news  articles  addressing  excessive  heat  tem- 
peratures, ice  storms,  snowstorms,  droughts  or  floods,  and  almost 
always,  if  the  loss  was  not  widespread,  the  article  will  close  with 
a  callous  sentence  stating,  the  loss  should  have  little  effect  on  food 
prices.  Little  regard  is  given  to  those  farmers  who,  due  to  the  forces 
of  nature,  could  lose  everything. 

Intense  media  publicity  drives  the  disaster  assistance  program 
rather  than  individual  need.  We  need  to  turn  this  policy  around. 

Sustainable  agricultural  production  is  a  must.  This  committee 
has  the  opportunity  and  obligation  to  spearhead  support  for  this 
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transition.  Federal  crop  insurance  and  disaster  assistance  must  be 
expanded  to  be  made  available  and  affordable  to  all  segments  of 
raw  food  production. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Bunting  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  MiNGE.  Thank  you,  Mr.  Bunting.  You  had  a  relatively  short 
statement,  but  I  just  point  out  if  any  of  you  have  longer  state- 
ments, you  are  certainly  encouraged  to  abbreviate  them  or  summa- 
rize them  in  your  presentation.  The  full  statement  will  be  included 
in  the  record. 

Mr.  Cooper. 

STATEMENT  OF  DAN  COOPER,  STATE  HORTICULTURIST,  IOWA 
DEPARTMENT  OF  AGRICULTURE  AND  LAND  STEWARDSHIP 

Mr.  Cooper.  Thank  you  very  much.  I  appreciate  the  opportunity 
to  be  here  today. 

I  really  do  appreciate  the  administration  and  Congress's  attempt 
to  try  to  reform  Federal  crop  insurance  and  catastrophic  losses  so 
that  farmers  may  be  assured  that  some  protection  in  the  future 
will  be  available  in  times  of  overwhelming  need. 

The  Iowa  commercial  horticultural  industry  primarily  consists  of 
nursery  production,  greenhouse  crops,  food,  vegetables,  sod  and 
Christmas  trees  and  is  the  fastest  growing  sector  of  our  agricul- 
tural economy,  as  I  understand  is  the  trend  around  the  country. 
Therefore,  it  is  my  hope  that  the  comments  I  make  today  will  have 
an  impact  far  beyond  just  the  Midwest. 

In  1993,  the  Iowa  office  of  the  National  Agricultural  Statistical 
Service  noted  through  a  survey  that  the  total  fiscal  assets  of  the 
horticultural  industry  in  Iowa  is  $675  million.  And  while  that  is 
relatively  small  given  the  overall  value  of  the  farm  economy,  it 
tends  to  show  a  trend  of  spiraling  upward.  The  gross  income  from 
sales  and  services  of  horticultural  industry  related  items  was  esti- 
mated to  be  $475  million  for  just  1992.  This  also  encompasses 
2,100  production  enterprises  within  the  State. 

We  have  primarily  production  enterprises  which  are  centered 
around  retail  sales  or  farm-to-consumer  sales  and  a  limited  number 
of  enterprises  which  grow  for  the  wholesale  and  processing  mar- 
kets. We  have  crop  insurance  available  for  those  processing  crops 
of  peas,  green  beans,  tomatoes,  potatoes  and  sweet  corn  only.  None 
of  these  policies  are  available  in  more  than  8  of  the  99  counties  of 
Iowa.  All  other  crops  have  no  insurance  available  to  them,  and 
there  is  no  likelihood  that  that  will  change  with  the  existing  poli- 
cies or  the  policies  that  are  proposed. 

Today,  I  want  to  relay  just  a  moment  for  you  all  what  happened 
during  the  disaster  of  1993.  This  is  the  second  one  in  Iowa's  recent 
history. 

It  became  evident  that  the  floods  in  the  Midwest  would  be  dev- 
astating to  many  producers,  and  it  became  evident  that  the  policies 
developed  in  1988  for  handling  nonprogram  crops,  especially  horti- 
cultural commodities,  and  refined  in  subsequent  disaster  years 
were  not  wholly  serving  the  most  in  need,  the  small-  to  medium- 
sized  specialty  crop  horticultural  producers. 
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From  July  until  October  of  this  past  year,  meetings  and  concerns 
of  local  producers  were  held  with  county  and  State  ofYicials  of 
ASCS,  and  we  were  told  very  bluntly  and  very  plainly  that  many 
of  our  concerns  and  problems  would  have  to  be  addressed  in  Wash- 
ington. They  were  out  of  the  hands  of  the  State  office. 

In  an  October  29,  1993,  letter  and  white  paper  to  Secretary  Espy 
from  the  horticultural  producer  groups  of  Iowa,  assistance  was 
sought  to  gain  policy  changes  or  clarifications  which  would  provide 
appropriate  assistance  to  all  producers.  I  have  attached  a  copy  of 
that  white  paper  with  this  testimony  with  comments  in  the  mar- 
gins as  to  the  disposition  of  those  issues  at  hand. 

On  November  16,  I  presented  testimony  here  concerning  those  is- 
sues. On  the  17th,  I  was  given  the  privilege  to  meet  with  the  acting 
ASCS  Director  and  others  within  the  administration  of  USDA  to 
discuss  the  issues  presented  in  that  29th  letter  to  Secretary  Espy 
and  in  the  white  paper  and  was  assured  that  the  concerns  would 
be  addressed.  I  have  never  heard  a  reply  from  that  conversation. 

On  February  22,  1994,  I  participated  in  a  conference  call  with 
the  bureau  chief  for  production  adjustment  under  the  State  and 
county  operations  with  ASCS/USDA.  The  same  issues  were  ad- 
dressed, and  I  have  yet  to  hear  from  that  conversation. 

On  April  4,  I  met  with  the  new  administrator,  covered  various 
topics,  and  again  was  assured  that  a  response  would  be  made,  and 
to  date  I  have  not  had  a  response. 

On  May  16,  I  received  a  call  from  the  State  of  Iowa  ASCS  office 
and  was  notified  that  Christmas  trees  were  not  covered  under  the 
crop  loss  provisions  of  the  Disaster  Assistance  Act.  This  was  relat- 
ed to  me  as  a  result  of  a  conversation  between  the  State  office  and 
the  deputy  director  of  cotton,  grain  and  rice  price  support  under 
ASCS. 

I  don't  understand  it  at  all.  And,  try  as  I  may,  I  have  not  been 
able  to  identify  any  place  in  writing  where  Christmas  trees  are  ex- 
cluded from  the  crop  loss  provisions  of  the  act.  This  interpretation 
is  even  more  devastating  given  that  trees  older  than  2  years  and 
lost  in  the  disaster  are  not  covered  under  the  TAP  provisions  of  the 
law. 

Our  Christmas  tree  growers  who  lost  trees  in  the  1993  floods  and 
torrential  rains  had  primarily  mature  trees  ready  for  harvest.  The 
TAP  provisions  of  the  act  provided  them  no  assistance,  and  now  we 
are  being  told  that  those  growers  are  not  eligible  for  the  crop  loss 
provision  either. 

In  February  1994,  at  the  request  of  Senator  Harkin,  Congress 
did  pass  an  amendir^^xt  to  provide  assistance  for  trees  lost  in  1993 
that  were  intended  for  sale  for  1993,  1994,  and  1995.  That  did  pro- 
vide temporary  assistance  for  our  producers,  but  unlike  policies 
that  I  would  hope  would  be  in  effect,  it  will  not  provide  any  assist- 
ance if  a  disaster  of  similar  nature  occurs  anywhere  else  in  the 
country. 

Three  of  the  seven  issues  outlined  in  the  white  paper  required 
legislative  action,  and  H.R.  4133,  introduced  by  Congressman 
Grandy,  did  outlive  necessary  changes.  However,  given  the  pro- 
posal under  discussion  today  and  the  desire  to  change  Federal  crop 
insurance  and  disaster  assistance,  this  bill  will  probably  not  see 
the  light  of  day. 
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I  provide  you  with  this  long  introduction  to  our  experiences  for 
several  reasons.  It  is  my  observation  and  personal  opinion  that  the 
policies  implemented  in  the  past  do  not  serve  all  producers  equally, 
nor  is  it  the  intention  of  USDA  to  assure  that  small-scale  producers 
of  specialty  crops  have  equal  access  to  programs  that  are  supposed 
to  provide  protection  in  times  of  disaster. 

Second,  it  is  my  experience  that  USDA  has  the  power  to  ignore 
entire  producer  populations. 

And,  finally,  many  specialty  crop  producers  do  not  have  the  fi- 
nancial wherewithal  or  political  clout  to  fight  the  agency's  deci- 
sions. 

It  is  my  belief  that  those  of  us  who  serve  the  farm  population 
through  developing  responsible  and  fairly  administered  public  pol- 
icy should  and  must  do  a  better  job  of  ensuring  that  our  specialty 
crop  producers  have  equal  access.  They  deserve  that.  That  means 
that  the  new  concept  in  disaster  management  outlined  for  reform- 
ing Federal  crop  insurance  and  disaster  assistance  must  be 
changed  before  enactment. 

I  offer  the  following  suggestions  for  you  to  consider. 

As  the  program  is  now  administered  and  as  the  plan  for  the  fu- 
ture outlines  specialty  crop  producers  will  find  crop  insurance  ei- 
ther unaffordable  or  unavailable  to  them,  except  for  fruit  and  vege- 
tables. Specialty  crop  producers  will  be  excluded  from  disaster  as- 
sistance where  crop  insurance  is  unavailable.  And  you  should  be 
very  well  aware  that  anyone  who  grows  multiple  crops  in  the  fruit 
and  vegetable  industry  finds  it  very  difficult  to  get  insurance  be- 
cause it  is  usually  based  on  a  crop-by-crop  production  system.  So 
that  my  growers — over  600  of  them  in  Iowa — that  grow  30-plus 
crops  on  their  farms  will  not  be  eligible  for  any  kind  of  coverage 
under  this  program. 

My  first  recommendation  would  be  to  require  that  USDA  employ 
within  ASCS  and  FCIC  at  least  one  policy  planner  with  a  back- 
ground in  specialty  crop  production  and  marketing.  There  is  no  one 
within  ASCS  that  has  any  idea  of  the  inherent  differences  in  spe- 
cialty crop  production.  There  is  no  one  there  with  any  experience. 

Two,  require  that  the  Secretary  establish  an  advisory  committee 
of  specialty  crop  constituencies  to  include  but  not  be  limited  to 
nursery,  floricultural,  fruit,  vegetable,  Christmas  tree  and  sod  in- 
dustries. Its  mission  would  be  to  assist  in  developing  policies  and 
programs  that  would  insure  both  insurance  and  disaster  protection 
be  made  available  to  specialty  crop  producers. 

That  would  be  very  good  from  the  standpoint  of,  for  instance,  the 
fruit  and  vegetable  industry  does  not  have  a  national  association 
of  producers,  and  many  of  the  horticultural  industry  groups  don't 
have  the  wherewithal  to  come  together  as  is  necessary  to  make 
sure  that  plans  at  USDA  receive  fair  hearings. 

Three,  change  section  522(a)  of  the  proposed  Espy  plan,  which 
currently  excludes  all  specialty  crops,  except  fruits  and  vegetables, 
from  coverage  under  a  noninsured  assistance  program.  I  cannot  be- 
lieve that  in  case  of  another  disaster,  that  speciality  crop  producers 
will  no  longer  be  able  to  find  it  through  USDA. 

Four,  require,  by  whatever  means  necessary,  that  FCIC  continue 
to  undertake  pilot  projects  to  determine  whether  or  not  there  is 
some  method  of  providing  coverage  to  producers  of  specialty  crops 
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that  can  be  developed  and  assure  that  the  scope  of  the  pilot 
projects  take  into  account  regional  production  methods  and  market- 
ing variations. 

Five,  provide  guidelines  to  States  for  compiling  the  necessary 
data  on  specialty  crops.  Without  sound  data,  FCIC  cannot  design 
an  actuarially  sound  crop  insurance  plan  or  even  a  workable  disas- 
ter assistance  program.  However,  to  date,  neither  ASCS  nor  FCIC 
have  proposed  any  guidelines  or  requirements  that  allow  States  to 
collect  data  and  information  that  is  acceptable  to  either  agency. 

In  conclusion,  I  have  offered  the  resources  of  my  office  and  the 
office  of  the  secretary  of  agriculture  in  Iowa  to  collect  any  data  and 
develop  any  resource  base  necessary  to  ensure  that  specialty  crop 
producers  are  served  adequately  and  fairly.  That  offer  is  again  ex- 
tended today.  We  stand  ready  to  assist  the  Federal  Government 
and  plead  with  Congress  and  the  administration  to  reassess  the 
way  in  which  the  horticultural  industries  are  being  served  under 
this  proposal. 

I  will  be  glad  to  answer  any  questions  at  the  appropriate  time. 

[The  prepared  statement  of  Mr.  Cooper  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  MiNGE.  Thank  you,  Mr.  Cooper. 

Mr.  Stuart. 

STATEMENT  OF  MICHAEL  J.  STUART,  EXECUTIVE  VICE 
PRESIDENT,  FLORIDA  FRUIT  &  VEGETABLE  ASSOCIATION 

Mr.  Stuart.  Mr.  Chairman,  thank  you  very  much  for  the  oppor- 
tunity to  be  with  you  here  this  afternoon. 

Again,  my  name  is  Mike  Stuart.  I  am  the  executive  vice  presi- 
dent of  the  Florida  Fruit  and  Vegetable  Association. 

Florida  growers  produce  about  half  the  fruits  and  vegetables 
consumed  in  the  United  States  during  the  winter  months  each 
year,  and,  unfortunately,  our  growers  have  a  great  deal  of  experi- 
ence, whether  it  be  with  freezes,  hurricanes,  tornados,  no-name 
storms,  you  name  it.  We  have  a  great  deal  of  experience  in  dealing 
with  the  disasters  that  we  are  talking  about  here  today. 

We  do  support  very  strongly  the  efforts  of  the  subcommittees  and 
the  Department  of  Agriculture  to  improve  the  existing  crop  insur- 
ance program  and  to  lessen  the  reliance  on  ad  hoc  disaster  relief 
programs  which,  at  best,  have  been  costly,  uncertain  and  ineffi- 
cient. However,  we  believe  Florida  and  other  similarly  situated 
States  where  you  have  a  large  specialty  crop  or  fruit  and  vegetable 
production  is  in  somewhat  of  a  different  situation  than  those  States 
where  you  have  large  concentrations  of  program  crop  production. 

Historically,  crop  insurance  coverage  has  been  problematic  for 
our  growers,  as  has  been  obtaining  relief  under  ad  hoc  disaster  pro- 
grams. Florida's  fruit  and  vegetable  industry  is  both  significant 
and  unique.  Florida  is  the  second  largest  fruit  and  vegetable  pro- 
ducer State  in  the  country,  with  cash  receipts  in  excess  of  $6.1  bil- 
lion each  year.  It  leads  the  Nation  in  the  production  of  some  25  dif- 
ferent crops.  And  many  of  these  crops  are  not  covered  under  the 
Federal  crop  insurance  program,  and,  for  many  reasons,  it  appears 
they  will  not  likely  be  considered  insurable  under  the  bills  pending 
before  Congress. 
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We  are  looking  for  equal  and  fair  treatment  under  any  Federal 
insurance  program  so  that  all  our  crops  will  receive  the  same  or 
substantially  the  same  treatment  as  crops  already  in  or  scheduled 
to  be  in  the  proposed  program. 

Efforts  to  address  the  results  of  disasters  on  fruits  and  vegetable 
crops  in  the  past  or  to  fit  Florida's  crops  into  the  Federal  crop  in- 
surance program  have  not  met  with  great  success  in  the  past.  For 
example,  the  1989  freeze  brought  major  havoc  to  the  fruit  and 
vegetables  industries  in  Florida.  Crop  losses  were  estimated  at 
slightly  less  than  $1  billion,  one  of  the  worst  disasters  in  our  his- 
tory. Crop  loss  reimbursement  for  that  disaster  totaled  only  $18 
million. 

The  disaster  resulting  from  Hurricane  Andrew  easily  surpassed 
the  December  1989,  freeze  with  similar  results  for  our  growers  who 
happened  to  find  themselves  in  the  path  of  the  hurricane.  Most  vic- 
tims of  Hurricane  Andrew  received  aid  at  50.04  percent  proration, 
while  victims  of  floods,  say  in  the  Midwest  in  1993,  received  aid  at 
100  percent. 

It  has  been  difficult  to  obtain  crop  insurance  for  many  crops.  In 
many  cases,  the  insurance  offered  does  not  provide  adequate  cov- 
erage so  that  growers  do  not  fully  subscribe  to  the  program.  For 
other  commodities,  such  as  citrus,  only  the  fruit  is  insured  in  the 
Federal  program  while  the  trees  are  not. 

In  summary,  it  appears  that  for  many  reasons  many  of  our  crops 
may  be  so  different  as  to  prevent  them  from  full  and  fair  participa- 
tion in  the  program.  Moreover,  placing  crops  on  a  crop  expansion 
feasibility  study  list  as  proposed  does  not  necessarily  mean  that 
such  a  crop  will  indeed  be  insured  in  the  program  any  time  soon, 
if  at  all. 

Our  growers  need  assurance  that  their  crops  will  be  covered  in 
the  Federal  program  and  that  they  will  be  able  to  recover  in  the 
same  fashion  and  at  the  same  level  or  rate  as  those  who  grow  com- 
modities now  covered  in  the  program. 

We  need  a  program  that  gives  our  growers  a  risk  management 
tool  that  works  and  provides  them  with  the  same  level  of  coverage 
as  other  growers.  If  that  can't  be  done,  then  Congress,  before  it 
eliminates  disaster  pa3anents  for  our  growers,  must  consider  taking 
the  steps  necessary  to  put  our  growers  in  the  same  position  as 
farmers  in  most  other  States.  We  need  insurance  that  is  affordable, 
but,  most  importantly,  we  need  insurance  that  covers  our  crops  and 
allows  us  to  participate  fully  in  the  program. 

As  it  stands  in  the  proposed  legislation,  many  crops  in  Florida 
will  be  considered  in  the  uninsurable  category,  providing  different, 
less  desirable  coverage.  This  is  unacceptable.  We  don't  want  cov- 
erage that  is  comparable  to  what  insured  farmers  will  get.  We 
want  the  same  or  substantially  the  same  coverage. 

If  the  goals  of  the  reform  legislation  are  to  reform  the  current 
crop  insurance  program  and  to  eliminate  the  need  for  ad  hoc  disas- 
ter relief  legislation,  then  certainly  Congress  at  this  time  can  ad- 
dress the  issues  that  we  and  others  here  today  have  addressed. 

If  the  idea  is  to  make  this  coverage  very  economical  and  acces- 
sible, then  Congress  must  make  it  so  for  Florida  growers.  If  Con- 
gress can't  or  won't  do  this,  then  our  growers  must  be  able  to  seek 
and  obtain  redress  from  Congress  later  when  a  disaster  hits. 
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As  I  said  earlier,  we  applaud  Congress,  this  committee  and  the 
administration  for  taking  this  issue  on.  It  is  a  big  issue  and  a  dif- 
ficult one  certainly  for  us  all.  However,  we  also  ask  that  you  con- 
sider carefully  what  you  do  to  growers  of  crops  which  will  not  be 
allowed  to  participate  in  the  insurance  program,  because  they  will 
not  be  considered  insurable  by  the  FCIC.  These  growers  need  in- 
surance which  is  economical,  but,  first  and  foremost,  they  need  to 
be  included. 

Again,  thank  you  very  much. 

I  might  add  there  is  a  report  out  by  the  CRS  talking  about  disas- 
ter relief  and  focusing  fairly  heavily  on  specialty  crops  which  I 
think  is  very  interesting  and  sheds  a  good  light  on  a  lot  of  the 
things  that  have  been  discussed  today.  Mr.  Chairman,  if  it  hasn't 
been  introduced  in  the  record  I  would  recommend  that  it  be  intro- 
duced, because  I  think  it  is  a  good  document  for  your  consideration. 

[The  prepared  statement  of  Mr.  Stuart  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  MiNGE.  Thank  you.  We  will  take  that  under  consideration. 

Our  final  witness  this  afternoon  is  Mr.  Prewett.  Yes,  sir,  please 
proceed. 

STATEMENT  OF  RAY  PREWETT,  EXECUTIVE  VICE  PRESIDENT, 
TEXAS  CITRUS  MUTUAL  AND  THE  TEXAS  VEGETABLE  ASSO- 
CIATION 

Mr.  Prewett.  Thank  you  very  much. 

I  ^m  Ray  Prewett,  executive  vice  president  of  Texas  Citrus  Mu- 
tual and  the  Texas  Citrus  Association.  In  addition  to  representing 
these  fruit  and  trade  associations,  I  am  also  president  of  Valley  Ag 
Insurance,  a  crop  insurance  agency  in  south  Texas.  I  will  try  to 
summarize  my  remarks. 

I  have  two  main  points  that  I  would  like  to  focus  on. 

First  of  all,  I  would  like  to  make  the  observation  that,  certainly 
based  on  a  number  of  things  that  have  been  said  previously,  that 
an  individual  policy  with  individual  coverage  is  preferable  to  a 
standby  disaster  coverage.  So  I  sympathize  with  previous  witnesses 
about  the  importance  of  trying  to  develop  individual  policies  for  at 
least  those  major  crops  that  deserve  coverage,  and  the  list  of  26  is 
obviously  far  from  being  complete. 

But  I  would  like  to  say  that  just  because  you  have  a  policy  on 
the  books  doesn't  mean  that  that  policy  is  effective.  And  just  to 
have  a  policy  for  the  sake  of  having  a  policy,  of  course,  is  not  an 
answer,  and  I  will  give  an  example.  There  is  priority  on  onion  pol- 
icy that  is  on  the  books,  but  it  is  not  workable,  did  not  receive 
much  input,  and  is  not  being  utilized. 

I  would  like  to  offer  hopefully  for  the  committee's  consideration 
just  a  couple  of  notions  of  maybe  how  we  can  move  forward  and 
establish  more  policies  in  some  of  these  areas,  but  it  is  a  little 
trickier  to  develop  property  insurance  policies  for  some  of  the  crops 
that  are  now  on  this  noninsured  list.  And  I  will  focus  mainly  on 
the  food  crops  as  opposed  to  the  ornamentals  and  other  such  crops. 

Many  food  crops  are  quite  perishable,  and  there  is  a  problem  in 
determining  whether  or  not  abuse  may  occur  with  these  crops.  A 
grower  can,  for  example,  if  there  is  a  deteriorating  market  situa- 
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tion,  wait  a  few  days  and  then  claim  losses  based  on  disease  or 
decay. 

I  would  suggest  that  one  potential  answer  to  this  problem — and 
it  is  not  a  new  idea.  It  is  something  FCIC  has  been  working  with. 
But  I  think  in  some  of  these  crops  we  will  have  better  success  if 
we  will  focus  on  just  doing  a  named  peril  policy  and  if  we  have  a 
good  named  peril  policy  I  think  that  is  better  than  the  group  disas- 
ter coverage. 

That  is  not  a  complete  answer  to  the  problems  of  potential  abuse, 
but  it  certainly  can  eliminate  many  of  those,  and  we  have  had  a 
lot  of  experience  in  citrus.  We  have  both  a  citrus  tree  policy  and 
a  citrus  fruit  policy  and  in  both  of  them,  our  really  limited  peril 
or  named  peril  policies,  they  do  not  cover  insect  diseases,  for  exam- 
ple. At  times  we  wish  they  did,  but  it  certainly  makes  the  adminis- 
tration of  these  policies  simpler  when  they  are  limited  in  what  they 
cover. 

The  second  area  that  I  would  like  to  comment  on  has  to  do  with 
the  processing  fee  that  is  outlined  in  the  proposed  bill.  We  would 
really  urge  that  the  committee  and  the  administration  take  a  look 
at  this. 

I  understand  the  concept  that  has  been  developed  of  trying  to 
provide  this  catastrophic  level  of  coverage  as  a  substitute,  if  you 
will,  for  the  ad  hoc  disaster  program,  and  I  understand  that  ad  hoc 
disaster  was  provided  at  no  cost  and  no  processing  fee.  But  we  are 
now  going  to  say  that  this  catastrophic  coverage  is,  in  fact,  insur- 
ance. It  is  no  longer  exactly  a  disaster  program  because  it  requires 
advanced  sign-up  and  other  features  that  you  have  in  an  insurance 
program. 

First  of  all,  I  would  like  to  argue  on  behalf  of  specialty  crops  that 
if  we  do,  in  fact,  want  to  develop  additional  policies  for  some  of 
these  specialty  crops  that  we  will  have  a  lot  better  chance  of  doing 
it  in  these  times  of  tight  budgets.  And  with  respect  to  budgets  I  am 
talking  about  both  the  Federal  Government  and  also  the  private 
sector. 

The  way  it  is  written  right  now,  it  says  that  the  maximum  proc- 
essing fee  that  could  be  charged  to  a  grower  in  a  county  is  $100. 

Fifty  dollars  per  crop  with  a  maximum  of  $100.  I  think  we  are 
kidding  ourselves  if  we  think  that  is  going  to  really  do  much  to  off- 
set costs  that  the  Government  is  to  face,  let  alone  provide  any  kind 
of  a  commission  for  agents,  provide  any  adequate  amount  of  cov- 
erage for  companies  to  do  a  good  job. 

We  have  two  things  that  really  need  to  be  recognized  and  per- 
haps that  $50  per  crop  is  adequate  for  the  row  crops,  but  we  have 
two  things  with  respect  to  specialty  crops  that  I  think  should  be 
looked  at  there  and  maybe  some  exceptions  should  be  provided  in 
the  legislation  for  the  specialty  crops  as  far  as  this  fee  is  concerned. 
One  is  it  is  generally  just  a  lot  more  expensive  to  write  coverage, 
collect  the  necessary  information,  do  the  inspections,  provide  the 
coverage  and  so  forth  for  specialty  crops  than  it  is  for  row  crops. 

On  citrus,  for  example,  every  single  orchard  has  to  be  looked  at 
before  the  policy  is  written.  If  you  are  talking  about  row  crops, 
there  is  no  such  prior  inspection  required  and  that  field  work  is  ex- 
pensive. Second,  specialty  crop  producers  tend  to  be  diversified  so 
it  is  not  at  all  uncommon  to  find  one  grower  that  may  grow  any- 
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where  from  10  to  15,  20,  25  different  crops,  if  you  divide  them  up 
the  way  a  lot  of  people  in  the  horticulture  business  would  divide 
them  up  and  identify  them  as  separate  crops. 

I  would  suggest  there  are  some  reasons  to  maybe  take  a  look  at 
that  processing  fee,  just  based  on  the  cost  of  trying  to  do  business 
and  provide  some  adequate  amount  of  money  out  there. 

I  also  have  a  concern  that  with  a  $100  maximum  processing  fee 
that  we  are  going  to  actually  encourage  or  set  ourselves  up  for 
some  additional  abuse  and  I  know  there  has  been  concern  about 
the  abuse  that  occurs  in  various  programs  including  the  crop  insur- 
ance program.  I  would  submit  that  we  have  a  big  difference  in  that 
regard  comparing  disaster  programs  to  crop  insurance  programs. 
Most  of  the  farmers  out  there  are  not  trying  to  cheat  on  the  pro- 
gram, I  don't  want  any  of  my  testimony  to  suggest  that  is  the  case, 
but  there  are  certainly  some  folks  out  there  that  will  try  to  take 
advantage  of  any  loopholes  they  can  find. 

With  the  disaster  program,  they  can't  plan  ahead  to  try  to  figure 
out  how  they  might  abuse  the  program.  The  disaster  program  and 
the  assistance  comes  after  the  fact.  With  respect  to  crop  insurance, 
we  say  somebody  has  got  to  sign  up  for  this  catastrophic  level  of 
coverage,  he  has  to  do  it  in  advance  and  he  pays  his  $50  a  crop, 
then  he  sits  back  or  can  sit  back  and  wait.  And  if  market  prices 
start  to  deteriorate,  things  start  to  turn  against  him,  it  is  not  that 
difficult  to  do  some  subtle  things  that  are  hard  to  really  pick  up 
on  or  at  least  not  immediately.  I  think  these  folks  will  eventually 
be  caught,  but  I  am  concerned  about  the  abuse  that  may  occur  be- 
fore these  people  are  caught. 

And  so  for  all  of  these  reasons,  I  would  suggest  that  the  commit- 
tee, while  I  know  we  want  to  keep  the  costs  reasonable  for  this  cat- 
astrophic level  of  coverage  and  with  the  problems  I  heard  about  the 
budget  we  face  for  1995,  maybe  this  would  be  a  way  to  make  up 
for  some  of  the  budget  situation  we  find  ourselves  in.  I  think  what 
I  am  hearing  folks  say  is  they  are  willing  to  pay  a  premium  even 
to  that  minimum  catastrophic  level  of  coverage.  They  will  pay  the 
premium.  That  is  not  really  the  issue. 

The  issue  is  coverage  and  courage  that  is  effective  so  I  really 
have  some  major  concerns  about  the  low  level  of  processing  fees. 
That  has  been  etched  in  stone  in  the  bill  as  it  reads  right  now.  So 
that  concludes  the  two  areas  that  I  wanted  to  focus  on  in  the  lim- 
ited amount  of  time  that  we  have. 

Thank  you. 

[The  prepared  statement  of  Mr.  Prewett  appears  at  the  conclu- 
sion of  the  hearing.! 

Mr.  MiNGE.  Thank  you. 

Mr.  Barlow,  do  you  have  questions? 

Mr.  Barlow.  Yes.  Very  good  testimony.  Thank  you  very  much. 
There  are  times  you  wait  until  the  end  of  the  day  to  get  the  best. 

I  hope  each  one  of  you  has  legislative  language  that  you  are 
going  to  be  providing  the  committee  or  members  on  the  committee 
to  carry  out  what  you  are  proposing;  is  that  true? 

Mr.  Bolusky. 

Mr.  Bolusky.  Yes,  Mr.  Barlow.  Specifically,  as  part  of  the  testi- 
mony, we  had  two  points  to  bring  out  and  we  are  working  with  the 
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subcommittee  staff  in  order  to  try  to  effect  those  necessary 
changes. 

Mr.  Barlow.  And  somebody  will  be  presenting  them  if  you  are 
not  satisfied  with  what  the  staff  provides? 

Mr.  BOLUSKY.  Yes,  sir. 

Mr.  Barlow.  And  Mr.  Bunting? 

Mr.  Bunting.  We  don't  have  anything  with  us,  but  we  will  try 
to  supply  that. 

Mr.  Barlow.  If  you  would,  please. 

Mr.  Bunting.  Yes,  sir. 

Mr.  Barlow.  And  circulate  it. 

Mr.  Cooper. 

Mr.  Cooper.  We  can  do  that. 

Mr.  Barlow.  Please  do.  Mr.  Stuart. 

Mr.  Stuart.  Certainly. 

Mr.  Barlow.  Mr.  Prewett. 

Mr.  Prewett.  Yes. 

Mr.  Barlow.  Thank  you.  Just  some  general  questions.  If  any- 
body wants  to  answer,  go  ahead.  Mr.  Prewett  made  a  very  good 
point  about  the  possibilities  of  operators  foreseeing  problems  and 
therefore  dropping  their  crop  into  the  lost  column;  possibility. 

Mr.  Prewett.  Possibility. 

Mr.  Barlow.  Could  this  be  avoided  or  help  get  us  around  that 
problem  if  we  found  operators  who  have  consecutive  years  of  crop 
loss  dropping  them  out  of  the  program  entirely? 

Mr.  Prewett.  Yes,  sir.  And  there  are  a  number  of  things  that 
FCIC  is  doing  right  now  to  catch  that  kind  of  fraud  and  abuse.  I 
am  just  concerned  that  we  may  not  be  able  to  catch  it  as  soon  as 
we  would  like  and  hate  to  see  an5^hing  built  into  the  new  reform 
program  that  would  in  any  way  increase  the  amount  of  abuse. 

Mr.  Barlow.  Mighty  fine.  Mr.  Bunting  made  a  point  about  the 
levels  of  insurance  not  providing  enough  income  to  the  producers. 
Is  income  protection,  personal  income  protection  considered  in  any 
of  the  legislative  proposals  that  are  before  the  Congress? 

Mr.  BOLUSKY.  No. 

Mr.  Barlow.  No.  Are  any  of  you  proposing  income  protection? 
Mr.  Bunting  might  be. 

Mr.  Bunting.  Yes,  sir. 

Mr.  Barlow.  And  you  would  do  that  in  the  legislative  language 
you  will  be  providing? 

Mr.  Bunting.  Yes,  sir. 

Mr.  Barlow.  Good.  Starting  up,  people  who  are  trying  out  new 
crops  or  new  methods,  you  mentioned  the  organic  methods  or 
nonintensive  methods  of  farming,  if  we  have  people  who  are  start- 
ing up  with  the  new  operations  in  an  area,  they  are  having  difficul- 
ties now  getting  insurance  coverage;  is  that  right? 

Mr.  Bunting.  Extreme  difficulties,  yes,  sir.  And  also  with  disas- 
ter assistance,  which  is  the  same  thing. 

Mr.  Barlow.  Even  with  the  disaster  assistance. 

Mr.  Bunting.  If  they  were  farming  organically  they  had  prob- 
lems. 

Mr.  Barlow.  Would  you  focus  particularly  on  this  area  in  the 
language  you  supply  the  committee? 

Mr.  Bunting.  Yes,  sir. 


Mr.  Barlow.  Thank  you. 
Thank  you,  Mr.  Chairman. 
[The  material  follows:] 
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Credit  and  Rural  Development 
and  Specialty  Crops  and 
Natural  Resources 
Committee  on  Agriculture 
U.S.  House  of  Representatives 
1430  Longworth  House  Office  Building 
Washington,  D.C.  20515 

Re:   H.R.  4217,  Federal  Crop  Insurance  Reform  Act 
of  1994,  Hearing  of  June  9th 

Dear  Mr.  Chairman: 

The  following  is  the  response  of  the  Florida  Fruit  &  Vegetable 
Association  (FFVA)  to  Mr.  Bartletfs  reguest  at  the  June  9th 
hearing  for  recommended  changes  to  H.R.  2417,  which  bill  would 
reform  crop  insurance  and  disaster  relief  payments. 

First  and  foremost,  it  is  our  belief  that  crop  insurance  must 
be  made  available  to  all  producers  in  the  same  or  substantially  the 
same  manner  before  disaster  payments  should  be  eliminated. 
Otherwise,  producers  who  are  ready,  willing,  and  able  to  subscribe 
to  crop  insurance  will  be  disadvantaged  through  no  fault  of  their 
own.  It  is  not  sufficient  to  say  that  some  crops  may  be  covered 
because  they  have  been  placed  on  an  expansion  list;  nor,  is  it 
adequate  to  say  that  many  crops  will  not  get  crop  insurance  but 
that  they  will  be  placed  on  an  uninsurable  list  (Noninsurable 
Assistance  Program  (NAP))  and  receive  some  lesser  coverage  in  lieu 
of  disaster  payments.  This  coverage  is  not  the  same  or 
substantially  the  same  as  the  coverage  for  insured  crops  under  the 
proposed  program.  All  the  producers  in  the  NAP  program  will  not 
have  a  crop  insurance  program  developed  by  FCIC;  nor  will  they  have 
FCIC  act  as  a  reinsurer;  nor,  will  they  have  the  same  level  of  FCIC 
or  State  subsidies  for  their  premiums.  In  fact,  it  appears  likely 
for  many  producers  of  horticultural  crops  that  they  will  never  move 
from  the  NAP  program  to  full  crop  insurance  coverage.   And,  as 


55 


Edward  Minge 
June  21,  1994 
Page  2 

presented  at  the  hearing,  some  crops  are  not  now  intended  to  be 
covered  at  all.  If  the  reform  legislation  is  to  take  the  place  of 
disaster  relief  payments,  then  it  stands  to  reason  that  the  many 
producers  of  agricultural  commodities  that  would  get  disaster 
payments  should  be  considered  for  crop  insurance  coverage,  and  that 
they  should  receive  the  same  benefits  as  the  insured  crops. 

The  present  plan  appears  to  reform  coverage  for  crops  which 
have  been  insured,  but  makes  no  serious  attempt  to  bring  into  full 
coverage  all  other  crops.  It  simply  puts  them  in  a  separate  but 
unequal  category.  Until  these  non-covered  crops  are  covered  by 
crop  insurance,  we  believe  it  is  unfair  to  force  them  into  coverage 
that  is  less  than  what  covered  crops  get.  If  Congress  wants  to 
address  the  non-insured  crops  and  disaster  payments,  then  it  should 
separate  them  out  for  attention,  for  hearings,  and,  possibly,  for 
separate  legislation.  Congress  should  not  sweep  them  under  the 
crop  insurance  tent  and  then  not  provide  them  with  the  same 
coverage  provided  covered  crops. 

FFVA  supports  a  comprehensive  crop  insurance  plan;  but  this 
means  the  same  or  substantially  the  same  coverage  for  all  —  not 
comprehensive  coverage  for  those  crops  covered  by  crop  insurance 
and  second  class  coverage  for  the  non-insured  crops,  justifying 
such  treatment  because  of  the  tremendous  costs  incurred  because  of 
disaster  payments.  It  is  not  entirely  true  that  the  availability 
of  disaster  relief  has  been  a  disincentive  for  many  fruit  and 
vegetable  growers  to  participate  in  the  crop  insurance  program.  It 
is  first  and  foremost  true  that  noninsured  crops  generally  have 
simply  not  had  the  opportunity,  or  been  able,  to  participate  in  the 
crop  insurance  program. 

FFVA  supports  reform  of  the  crop  insurance  program  and  the 
attention  Congress  is  paying  to  eliminate  ad  hoc  disaster  payments. 
However,  it  appears  only  the  program  for  insured  crops  has  received 
the  attention  necessary  to  form  the  basis  for  sound  legislation. 
The  noninsured  crops  have  received  less  attention  in  this 
legislation.  We  urge  Congress  not  to  create  barriers  to  disaster 
payments  for  such  crops  in  the  future,  unless  and  until  they  have 
been  treated  the  same  or  substantially  the  same  as  covered  crops. 

The  insurance  needs  of  fruit  and  vegetable  producers  are 
special,  if  not  unique.  These  needs  must  be  addressed  with 
specific  plans  for  specific  crops.  For  example,  the  gross  revenue 
limit  imposed  on  producers  arbitrarily  excludes  producers  of  high 
value-  crops  even  though  the  costs  of  producing  such  crops  may  be 
many  times  higher  than,  for  example,  grain  crops,  and  despite  the 
fact  that  their  risk  management  needs  are  at  least  as  valid  and 
probably  greater  than  most  others.  Certainly,  this  issue  can  and 
should  be  addressed,  possibly  through  higher  premiums,  using  a  net 
cost  analysis,  or  some  other  method  to  assure  coverage  and  cost 
efficiency.  We  are  concerned  about  the  definition  of  "area"  which 
is  used  to  establish  losses  in  yields.   In  Florida,  many  disasters 


56 


Edward  Minge 
June  21,  1994 
Page  3 

are  quite  localized  and  damage  severe  to  farms  in  the  area.  We  are 
concerned  that  farms  in  an  area  could  suffer  great  harm  and  not  be 
eligible  for  coverage  because  that  crop  in  that  larger  area  did  not 
suffer  losses  in  excess  of  35%.  We  are  concerned  that  neither  crop 
insurance  nor  disaster  payments  provisions  deal  adequately  with  the 
loss  of  trees  and  the  resulting  (and  provable)  loss  of  the  crop  for 
a  number  of  years  after  the  tree  loss  (see  Section  2 (d) (1) (a) (1) , 
page  4  and  2(d) (1)  (b)  (1)  ,  page  6,  pertaining  to  current  crop  year) . 
Also,  we  support  an  option  to  purchase  additional  coverage,  and  we 
think  such  coverage  (and  possibly  all  crop  insurance  coverage) 
should  be  required  to  be  purchased  through  the  FCIC  to  allow  for 
more  fees  to  be  collected  by  the  FCIC  to  pay  for  overhead  and  the 
costs  of  administering  the  program. 

In  H.R.  4217,  for  insured  crops,  it  appears  there  is  concern 
that  beginning  farmers  not  be  prevented  from  obtaining  Federal  crop 
insurance  because  of  a  lack  of  production  history  (Section 
2(b) (j) (5) (1) ,  page  3) .  We  believe  this  concern  should  also  apply 
to  fruit  and  vegetable  producers,  who  may  be  in  greater  need,  more 
deserving,  and  better  risks  than  beginning  farmers. 

Section  2  (d) (1) (c) (1) (page  8)  of  the  bill  provides  that  the 
"Corporation  shall  offer  plans  of  insurance  providing  levels  of 
coverage  greater  than  that  available  under  catastrophic  risk 
protection."  This  provision  goes  to  the  heart  of  our  objections 
concerning  this  legislation.  Many  of  our  growers  are  unable  to  get 
the  "greater"  coverage  levels  provided  to  crops  that  are  insured, 
because  our  growers  are  not,  or  will  not  be,  eligible  for  this 
coverage.  Until  our  growers  are  eligible  for  this  "greater" 
coverage,  disaster  relief  must  remain  available  to  us.  Again,  if 
there  are  problems  with  disaster  relief  programs,  address  them;  but 
don't  deny  our  growers  full  and  equal  relief  by  providing  lesser 
coverage.  This  section  also  requires  the  purchase  of  "other  plans 
from  approved  private  insurance  providers,  if  such  private 
insurance  is  available."  We  suggest  that  such  other  plans  be 
offered  by  the  FCIC  in  addition  to  the  private  insurers. 

Section  2  (d) (1) (c) (7) (page  11),  provides  that  the  Board  may 
enter  into  agreements  with  any  State  or  State  agency  for  that 
entity  to  pay  an  additional  premium  subsidy  to  an  approved 
insurance  provider.  Although  it  is  unclear,  we  trust  such 
subsidies  and  additional  subsidies  are  made  available  to  producers 
of  fruits  and  vegetables.  We  also  hope  that  such  additional 
subsidies  paid  by  the  State  agency  would  be  used  to  reduce  the 
premium  subsidy  paid  by  the  FCIC  and  thereby  lessen  the  cost  of  the 
program. 

Section  520  (page  21)  provides  for  the  eligibility  of 
producers  to  receive  crop  insurance  and  provides  a  definition  of  a 
person  for  plans  of  insurance  other  than  for  catastrophic  coverage. 
For  catastrophic  coverage,  the  definition  of  person  is  left  up  to 
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the  Secretary.  We  are  concerned  that  a  disparity  may  result  which 
prejudices  those  eligible  only  for  catastrophic  coverage. 

Section  521  (page  21)  establishes  an  advisory  comitiittee  for 
federal  crop  insurance,  composed  of  the  FCIC  Manager,  the  Secretary 
(or  his  representative)  and  not  less  than  ten  organizations  or 
agencies  involved  with  crop  insurance  programs,  including 
specifically  insurance  companies,  insurance  agents,  farm  producer 
organizations,  experts  on  agronomic  practices  and  banking  an 
lending  institutions.  We  strongly  urge  Congress  to  consider 
amending  this  section  to  provide  a  different  mix  of  members  on  this 
committee.  Certainly  the  Manager  and  the  Secretary  should  be 
included;  however,  we  believe  the  next  most  important  members  of 
the  committee  should  be  actual  farmers  who  are  covered  in  the  crop 
insurance  program,  farmers  who  are  only  covered  through 
catastrophic  coverage,  and  farmers  who  are  covered  in  the 
noninsured  assistance  program.  Certainly,  those  in  the  insurance 
and  lending  industries  should  be  a  part  of  this  committee;  however, 
we  firmly  believe  that  those  who  pay  the  bills,  are  exclusively 
covered  by  this  legislation,  and  who  have  the  most  at  risk  as  a 
result  of  this  legislation  should  have  a  predominant  role  in 
developing  and  providing  advice  to  the  Secretary  by  this  committee. 
If  the  primary  purpose  of  this  legislation  is  for  the  farmers,  then 
the  farmers  themselves  should  have  a  primary  role  in  and  on  this 
committee. 

Section  4  of  this  legislation  establishes  a  noninsured 
assistance  program  for  crops  in  which  catastrophic  coverage  is  not 
available  and  covers  all  commercial  crops  produced  for  food  or 
fiber. 

Specifically,  we  are  concerned  that  producers  will  not  be 
eligible  for  this  minimal  coverage  unless  the  area,  average  yield 
for  that  crop  falls  below  65%  of  the  expected  area  yield  as 
established  by  the  Corporation  (Section  522  (a) (5) ,  page  25) . 
Since  the  area,  average  yield,  and  expected  area  yield  have  yet  to 
be  determined,  and  because  actual  crop  yields  are  not  used,  we 
concerned  that  many  producers  will  not  be  eligible  for  insurance. 

We  specifically  object  to  subsection  (8)  (Section  522(a)(8), 
page  25)  which  denies  eligibility  to  producers  who  have  gross 
revenues  in  excess  of  $2  million.  While  this  may  sound  like  a 
substantial  amount  of  money,  we  respectfully  suggest  that  it  is  not 
the  gross  revenue  that  counts;  it  is  the  net  revenue.  Many 
producers  of  high  value  crops  arbitrarily  and  unfairly  will  be 
eliminated  from  coverage  because  of  this  provision.  As  mentioned 
above,  high  value  crops,  such  as  fruits  and  vegetables  in  Florida, 
are  extremely  costly  to  grow.  Costs  can  and  do  run  into  the 
thousands  of  dollars  per  acre  as  contrasted  with  costs  for  many  of 
the  insured,  and  Federally  supported  crops  in  the  low  hundreds  of 
dollars  per  acre.  Our  growers  should  be  able  to  participate  in 
this  program,  and  this  unfair,  discriminatory,  and  arbitrary 
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provision  should  be  amended  to  reflect  the  changes  we  have 
suggested. 

Fruit  and  vegetable  production  and  other  similar  high  value 
crops  must  be  covered  in  any  crop  insurance  reform  legislation 
because  they  are  a  significant  part  of  agriculture  in  this  country. 
As  we  mentioned  in  our  testimony,  in  Florida  fruits  and  vegetables 
production  contributes  $6.1  billion  a  year  farm  gate  value. 
Nationwide,  the  figure  is  more  than  $20.0  billion;  and,  our  growers 
do  not  receive  support  prices,  subsidies  or  other  government 
payments.  We  think  it  fair  to  ask  that  in  this  program  we  be  full 
participants. 

Section  5  establishes  certain  criteria  for  producers  to  be 
eligible  to  receive  any  benefits.  It  also  provides  legal  obstacles 
for  Congress  if  it  later  determines  to  consider  making  disaster 
payments.  Given  the  fact  that  many  of  our  fruit  and  vegetable 
growers  may  not  be  covered  at  all,  or  will  receive  lower  subsidies 
and  poorer  coverage,  we  must  ask  that  disaster  relief  remain 
available  without  significant  legislative  hurdles  at  least  until 
our  growers  are  treated  the  same  as  growers  who  are  and  will  be 
insured  under  the  program. 

Thank  you  very  much  for  giving  us  an  opportunity  to  provide 
additional  comments  on  this  legislation.  We  stand  ready  to  assist 
you  and  the  members  of  the  Agriculture  Committee  to  make  the 
necessary  changes  that  will  give  our  producers  the  same  benefits 
and  rights  as  our  fellow  farmers  who  will  be  insured  in  this 
program. 

Sincerely, 

HOLLAND  &  KNIGHT 


John  M.  Himmelberg 

cc:   Members  of  the  Agriculture  Committee 

Florida  Congressional  Delegation 

Michael  Stuart 

Executive  Vice  President  & 

General  Manager 
Florida  Fruit  &  Vegetable 

Association 
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Mr.  MiNGE.  Thank  you. 

I  have  a  general  question  for  several  of  you  and  that  is,  is  there 
any  other  insurance  available  to  cover  the  risks  that  you  have  de- 
scribed with  respect  to  your  particular  areas?  I  will  just  take  you 
in  the  order  in  which  you  have  testified  unless  you  don't  have  a 
comment. 

Mr.  BOLUSKY.  Mr.  Chairman,  with  the  exception  of  the  insurance 
that  is  available  for  the  current  list  of  494  plant  species  that  are 
containerized,  there  is  no  insurance  available.  There  is  no  insur- 
ance available  for  field  grown  or  inground  nursery  production. 
There  is  no  insurance  available  for  liners  or  young  plants  at  their 
early  stages  of  growth. 

Even  with  the  container  stock,  there  is  no  insurance  available  for 
those  that  are  grown  in  containers  of  less  than  three  inches  in  di- 
ameter. There  is  no  insurance  available  and  the  disaster  assistance 
programs  have  been  a  tremendous  headache  in  and  of  themselves. 
So  we  are  faced  again,  to  reiterate  what  the  situation  is  with  H.R. 
4217,  that  unless  the  crop  insurance  program  is  expanded  to  cover 
field  grown  and  additional  container  nursery  crops,  and  unless  the 
noninsured  assistance  program  is  expanded  beyond  just  food  and 
fiber,  basically  the  nursery  industry  will  still  remain  largely  vul- 
nerable. 

Mr.  MiNGE.  Let  me  go  through  this  quickly. 

Mr.  Bunting,  is  there  any  other  insurance  available  to  farmers 
in  your  situation? 

Mr.  Bunting.  No,  sir. 

Mr.  MiNGE.  Mr.  Cooper? 

Mr.  Cooper.  No,  sir. 

Mr.  MiNGE.  Mr.  Stuart? 

Mr.  Stuart.  No,  sir. 

Mr.  MiNGE.  And  Mr.  Prewett? 

Mr.  Prewett.  Well,  of  course  that  is  the  traditional  crop  hail 
program,  and  I  am  sure  you  are  aware  of  that,  but  very  limited 
coverage  of  any  other  kind.  Generally  what  it  amounts  to  is  maybe 
a  supplemental  coverage  to  the  existing  ECIC  underwritten  poli- 
cies, but  very,  very  limited. 

Mr.  MiNGE.  Do  you  feel  that  in  your  areas,  to  the  extent  that 
there  have  not  traditionally  been  FCIC  policies,  that  your  members 
or  the  geographic  territory  you  represent  would  be  interested  in  in- 
surance. Federal  crop  insurance  that  would  be  priced  at  no  net  cost 
to  the  Federal  Government  in  the  end,  that  is  that  the  risks  in- 
volved in  the  insurance  be  equal  to  the  premiums  that  are  charged? 

Mr.  Bolusky.  With  respect  to  the  nursery  industry,  Mr.  Chair- 
man, there  would  be  great  interest  in  terms  of  the  crop  insurance 
program  being  a  1  to  1  ratio.  The  nursery  industry  often  prides  it- 
self on  the  fact  that  the  industry  receives  no  subsidies  or  price  sup- 
ports. They  do  not  desire  any  and  they  have  some  problems  in 
terms  of  going  to  the  Federal  Government  for  outright  grants  with 
disaster  assistance. 

Expanding  the  crop  insurance  program  to  cover  nursery  crops 
would  give  the  opportunity  for  the  nursery  industry  to  partner  with 
the  Federal  Government  and  at  least  be  able  to  put  something  in 
should  there  come  a  time  when  there  would  be  a  need  to  take 
something  back  out. 
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Mr.  MiNGE.  Mr.  Bunting. 

Mr.  Bunting.  Yes,  sir.  I  see  no  problem,  especially  with  the  con- 
tract growers,  they  raise  basically  five  crops  a  year.  It  would  be 
spread  out  over  that  period  of  time  and  over  a  geographic  area.  It 
should  be  very  cost  effective  for  the  grower.  So  I  see  no  problem 
with  it,  with  no  net  cost. 

Mr.  MiNGE.  Mr.  Cooper. 

Mr.  Cooper.  I  don't  see  any  problem  with  that  at  all.  To  reit- 
erate what  Mr.  Bolusky  said,  horticultural  producers  in  all  vari- 
eties, shapes,  and  forms  certainly  pride  themselves  in  being  self- 
sufficient. 

One  of  the  things  I  would  like  to  mention,  and  by  mentioning  it, 
the  best  way  to  do  it  is  give  an  example.  If  you  grow  trees  for  a 
living  and  you  want  Federal  crop  insurance,  you  are  going  to  buy 
a  policy  based  on  each  species  and  as  has  been  mentioned  in  excess 
of  400  species  are  covered. 

However,  for  purposes  of  disaster  assistance,  the  agency  has  de- 
termined that  all  conifers  will  be  considered  the  same,  so  that  if 
you  have  plants  that  are  particularly  vulnerable,  as  during  the 
500-year  flood  we  had  last  year,  I  had  one  grower  who  lost  every 
Douglas-fir  on  his  farm.  As  a  result,  he  is  not  given  consideration 
as  he  would  be  required  to  provide  if  he  wanted  Federal  crop. 

So  if  these  two  programs  are  going  to  be  pushed  together,  maybe 
some  of  the  inconsistencies  within  the  programs  and  agencies  can 
also  be  taken  care  of.  I  would  hope  that  would  be  under  advisement 
in  the  agency. 

Mr.  MiNGE.  Thank  you. 

Mr.  Stuart. 

Mr.  Stuart.  Mr.  Chairman,  I  don't  think  it  would  be  much  of  a 
problem.  I  think  there  is  some  education  that  is  going  to  need  to 
go  on,  particularly  with  growers  that  have  not  traditionally  taken 
advantage  of  programs  in  the  past,  and  I  think  when  you  consider 
the  alternatives  that  out  there  in  terms  of  trying  to  recover  assist- 
ance from  the  former  ad  hoc  programs  that  is  now  going  to  be 
melded  into  this  singular  program,  I  think  they  would  much  prefer 
to  deal  with  an  insurance  t3rpe  program. 

Again,  and  I  go  back  to  the  problem  with  the  uninsurable,  disas- 
ter-payment-type program  is  that  many  of  the  eligibility  require- 
ments and  other  parameters  of  the  program  are  going  to  be  make 
it  very  difficult  for  commercial  growers  to  be  eligible  for  that  pro- 
gram. And  the  only  thing  I  can  point  to  recently  is  the  experience 
we  had  with  Hurricane  Andrew  where,  literally,  most  of  the  grow- 
ers in  south  Florida  whether  they  be  lime  growers  or  nursery  grow- 
ers, were  not  eligible  to  participate  in  the  disaster  relief  programs 
so  they  were  forced  into  the  tree  assistance  program  or  some  of  the 
other  programs  that  were  made  available  specifically  for  Hurricane 
Andrew. 

So  I  think  if  something  could  be  arranged  and  this  thing  could 
be  made  more  applicable  to  specialty  crops  in  the  fruit  and  vegeta- 
ble industry,  I  think  you  would  probably  have  a  great  deal  more 
participation. 

Mr.  MiNGE.  And  at  no  net  cost  to  the  Federal  Government. 

Mr.  Stuart.  Again,  I  think  it  goes  back  to  considering  the  alter- 
native, yes,  I  think  so. 
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Mr.  MiNGE.  I  bring  this  up  in  part — and  Mr.  Cooper  you  cer- 
tainly would  appreciate  it — against  the  background  of  the  row 
crops  where  there  is  a  fairly  significant  subsidy.  And  in  certain 
areas  of  the  country,  as  you  heard  earlier  this  afternoon,  the  par- 
ticipation rate  even  with  the  subsidy  is  quite  low. 

Mr.  Prewett. 

Mr.  Prewett.  I  don't  think  that  trying  to  design  policies  that  are 
no  net  cost  to  the  Federal  Grovernment,  certainly  there  wouldn't  be 
a  philosophical  difference  with  that  whatsoever.  Of  course,  you  are 
dealing  with  unknowns  about  whether  in  fact  those  things  are,  the 
policies  are  going  to  turn  out  to  what  kind  of  loss  ratio  they  are 
going  to  have,  but  certainly  that  should  be  the  objective,  to  develop 
a  loss  ratio  that  it  is  a  no  net  cost  to  the  Federal  Government. 

Mr.  MiNGE.  I  would  be  interested — and  I  think  the  entire  com- 
mittee would — some  of  my  colleagues  aren't  here,  obviously,  but  in- 
terested in  any  additional  observations  you  might  have,  and  we 
will  hold  the  record  open  for  10  days  so  that  the  material  that  Mr. 
Barlow  requested  can  be  included. 

But  I  think  that  it  should  be  clear  that  the  Federal  Government 
is  short  of  funds.  And  if  you  heard  the  testimony  at  the  beginning 
of  the  afternoon,  you  are  aware  there  is  less  money  here  for  the 
Federal  crop  insurance  program  than  was  requested  by  the  admin- 
istration. So  that  we  will  need  to  make  do  one  way  or  another  with 
less  and  as  a  consequence  opening  the  program  up  to  a  number  of 
crops  or  nursery  stock  and  vegetables  and  so  on  that  have  tradi- 
tionally not  been  in  the  program  would  really  strain  the  resources 
of  the  program  unless  we  were  using  as  a  goal  no  net  cost  in  trying 
to  expand  it  in  a  variety  of  areas. 

I  also  think  that  it  calls  for  a  fairly  sophisticated  underwriting 
analysis  because  it  does  not  appear  that  the  data  is  in  place  to  do 
that,  so  suggestions  again  that  you  would  have  in  that  respect  £ind 
programs  demonstration  projects  or  ramping  things  in. 

Finally,  you  talked  about  the  problem  of  trying  to  do  the  under- 
writing—Hloing  the  sign-off  for  $50  a  crop  not  to  exceed  $100  and 
the  problems  you  faced  just  as  a  Federal  crop  insurance  agent  in 
that  regard. 

And  you  perhaps  heard  the  testimony  earlier  that  afternoon 
where  a  representative  of  crop  insurance  agents  indicated  they 
would  like  to  perform  a  far  more  extensive  function,  and  I  am  not 
sure  if  they  wanted  to  do  that  at  a  minimal  cost  or  if  they  were 
looking  at  a  higher  reimbursement  level.  He  wasn't  entirely  clear 
on  that. 

Are  there  any  other  comments  that  you  would  like  to  add  at  this 
point  in  time? 

Mr.  Prewett.  Mr.  Chairman,  could  I  follow  up  briefly  on  what 
you  just  said? 

Mr.  MiNGE.  Yes. 

Mr.  Prewett.  I  think  that  the  private  insurance  agents  would  be 
glad  to  write  some  policies  for  $50  that  disaster  type  coverage,  if 
there  was  the  opportunity  to  do  the  buy-ups  to  where  they  could 
sell  additional  insurance,  so  that  is  what  I  think  the  private  insur- 
ance industry  would  be  banking  on  there. 

And  that  would  mean  that  most  of  the  catastrophic  coverage 
would  be  by  the  ASCS  unless  there  was  a  policy  where  there  could 
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be  a  buy-up.  And  I  do  have  some  concerns  about  putting  too  much 
in  the  way  of  the  marketing  in  the  ASCS  offices.  One  of  the  things 
that  I  think  is  key — and  maybe  it  is  too  late  today  to  get  into  it — 
say  we  are  talking  about  any  crop,  could  be  a  row  crop. 

If  you  take  that  50-60  plan,  the  disaster  level  of  coverage,  half 
of  60  is  30,  so  you  have  got  about  30  percent  of  full  coverage  which 
supposedly  is  what  folks  would  be  getting  on  their  disaster  and  ev- 
erything. But  I  think  it  is  very  significant  and  growers  are  going 
to  need  to  understand  that  not  only  are  they  getting  30  cents  on 
the  dollar,  but  there  is  no  unit  division  under  that  kind  of  program. 

So  you  could  have  a  farmer  with  that  kind  of  coverage  that  could 
have  a  lot  of  his  production  wiped  out  completely,  but  if  the  rest 
of  his  production  was  OK,  he  wouldn't  be  entitled  to  any  assistance 
whatsoever.  The  point  is,  we  have  to  certainly  have  good  education 
of  the  producers  to  know  all  the  ramifications  of  just  settling  for 
this  50-60  plan  at  this  minimal  processing  fee. 

Mr.  MiNGE.  Thank  you.  Well,  thank  you  again  for  your  patience 
in  sticking  with  us  this  afternoon  and  coming  to  Washington  and 
testifjdng  at  this  hearing. 

The  hearing  is  now  adjourned. 

[Whereupon,  at  5:06  p.m.,  the  subcommittees  were  adjourned,  to 
reconvene  subject  to  the  call  of  the  Chair.] 

[Material  submitted  for  inclusion  in  the  record  follows:] 
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AGRICULTURAL  STABILIZATION  AND  CONSERVATION  SERVICE 
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BEFORE  THE 

COMMITTEE  ON  AGRICULTURE 

SUBCOMMITTEE  ON  SPECIALTY  CROPS  AND  NATURAL  RESOURCES  AND 

SUBCOMMITTEE  ON  ENVIRONMENT,  CREDIT  AND  RURAL  DEVELOPMENT 

U.S.  HOUSE  OF  REPRESENTATIVES  - 

JUNE  9,  1994 


Mr.  Chairman  and  Members  of  the  Subcommittee,  I  am  Grant 
Buntrock,  Administrator  of  the  Agricultural  Stabilization  and 
Conservation  Service  (ASCS) .   I  am  happy  to  be  with  you  today  to 
discuss  the  impact  the  proposed  crop  insurance  reform  will  have 
on  specialty  crops. 

Mr.  Chairman,  I  want  to  express  my  support  for  Secretary 
Espy ' s  initiative  on  crop  insurance  reform,  which  was  introduced 
as  H.R.  4217  by  Chairman  de  la  Garza  and  cosponsored  by 
Representatives  Johnson  and  Minge.   I  believe  that  the  crop 
insurance  reform  is  one  of  the  best  ways  to  begin  improving  the 
administration  of  farm  program  needs.   This  plan  will  replace  ad 
hoc  disaster  assistance  programs  with  a  reformed  crop  insurance 
program  for  most  producers.   Under  the  reformed  program,  most 
producers  can  obtain  insurance  and  others  may  be  eligible  for  the 
Noninsured  Assistance  Program.   This  will  maximize  protection  for 
the  greatest  number  of  producers.   They  will  also  have  the  peace 
of  mind  in  knowing  just  what  their  protection  will  be  on  their 
farming  operations. 
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Past  ad  hoc  disaster  assistance  programs  were  reactive 
programs.   That  is,  after  disaster  legislation  was  enacted,  ASCS 
had  to  gather  information  to  establish  numerous  program  features 
such  as  crop  yields  for  authorized  crops.   In  many  cases  the 
records  for  specialty  crops  were  not  available  or  were 
inadequate.   Often,  the  crop  had  been  harvested  or  evidence  of 
the  crop  had  been  destroyed  by  the  time  a  producer  filed  a 
request  for  disaster  assistance  with  ASCS.   Generally  these 
activities  had  to  be  accomplished  in  a  short  time  span  and  often 
demanded  the  use  of  many  temporary  employees. 

In  contrast,  the  Federal  Crop  Insurance  Reform  Act  of  1994 
is  a  proactive  program  which  will  combine  crop  insurance  and 
disaster  aid  into  a  single,  unified,  on-budget  program.   It  will 
expand  the  crop  insurance  program  in  lieu  of  future  ad  hoc  crop 
disaster  programs.   There  will  be  more  time  to  gather,  and 
verify,  the  crop  records  needed  to  establish  a  sound  database. 
The  basic  information  to  serve  producers  affected  by  a  disaster 
will  be  available  prior  to  the  disaster  occurrence.   Producers 
will  know  in  advance  what  their  protection  is  and  the  taxpayers 
liability  will  be  limited.   This  will  result  in  a  quicker 
response  that  can  be  accomplished  with  a  smaller  workforce.   We 
will  also  be  in  a  better  position  to  provide  quality  assurance 
and  avoid  program  abuse. 
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Additionally,  the  crop  insurance  reform  legislation  will 
create  the  Noninsured  Assistance  Program  to  cover  food  and  fiber 
crops  not  presently  covered  by  crop  insurance.   The  payments  will 
be  triggered  by  area-wide  loss  levels  and  provide  protection  at 
levels  similar  to  those  under  the  catastrophic  insurance  plan. 
Almost  all  producers  will  be  able  to  obtain  this  coverage. 
Eligibility  for  assistance  will  be  triggered  when  an  area  suffers 
a  loss  in  yield  exceeding  35  percent  of  the  area's  average  yield. 
The  Noninsured  Assistance  Program  will  be  much  more  reliable  for 
producers  than  the  ad  hoc  disaster  programs.   For  example,  if  a 
watermelon  producer  suffers  a  loss  due  to  a  flood,  the  producer 
may  not  receive  disaster  aid  unless  the  disaster  occurs  in 
multiple  states  or  a  large  geographic  area.   Under  the   •-  ' 
<   Administration's   proposed  plan,  assuming  the  area's  average   ■"• - 
yield  is  met,  assistance  will  be  available  to  the  producer  even 
if  the  watermelons  are  only  in  a  localized  area  and  were  the  only 
crop  that  suffered  the  loss.   Once  the  assistance  for  the  area  is 
triggered,  individual  producers  who  suffer  losses  will  receive 
compensation  for  losses  that  exceed  50  percent  of  the  yield  at  a 
price  that  is  equal  to  60  percent  of  the  market  price.  ^■■' - 


Specialty  crops  have  been  a  small  segment  of  the  overall  ad 
hoc  crop  disaster  assistance  programs;  however,  they  have  been 
the  most  difficult  aspect  of  the  program  to  administer.   Until 
recently,  ASCS ' s  expertise  had  been  concentrated  on  the  major 
program  commodities  of  feed  grains,  food  grains,  cotton,  tobacco. 
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and  peanuts.   Our  data  for  these  commodities  are  extensive.   This 
is  not  the  case,  however,  for  the  myriad  of  specialty  crops 
included  under  more  recent  ad  hoc  disaster  assistance  programs. 

One  of  the  major  advantages  of  the  Noninsured  Assistance 
Program  is  that  USDA  will  be  able  to  accumulate  data  through 
ongoing  management  controls,  including  establishment  of  baseline 
yields  and  an  acreage  reporting  system.   That  will  allow  us  to 
establish  an  actuarial  database  that  reflects  the  true  yields  and 
frequency  of  losses.   We  then  may  be  able  to  establish  accurate 
crop  insurance  rates  and  coverage  for  formerly  uninsurable  crops. 

Under  the  catastrophic  risk  protection  and  additional 
coverage  program,  your  constituents  will  have  the  advantages  of  a 
dual  delivery  system  that  is  farmer  friendly.   Producers  will 
have  the  choice  of  obtaining  catastrophic  insurance  coverage  at 
their  local  USDA  office  or  obtaining  it  from  their  local 
insurance  agent.   They  will  also  have  the  option  of  increasing 
their  insurance  coverage  at  their  local  insurance  agent.   Those 
producers  who  chose  only  catastrophic  coverage  should  find  the 
one  stop  shopping  concept  at  their  local  USDA  office  convenient. 

Administration  of  the  proposed  crop  insurance  program  will 
include  a  compliance  program  to  monitor  for  program  abuses  and 
system  weaknesses.   This  will  be  complemented  by  USDA's  Info- 
Share  program  that  will  link  USDA  offices  and  facilitate  quality 
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control  systems  to  detect  problems  far  more  quickly  than  is  now 
possible. 

To  carry  out  this  ambitious  mission,  a  single  new  agency-- 
the  Farm  Service  Agency — will  merge  Federal  Crop  Insurance's  risk 
management  programs,  FmHA's  farm  credit  programs,  and  ASCS ' s 
commodity  and  emergency  assistance  programs.   I  believe  these 
are  extremely  exciting  proposals  that  will  result  in  greatly 
improved  services  to  farmers.   I  am  looking  forward  to  working 
closely  with  you  on  these  promising  proposals. 

This  completes  my  statement,  Mr.  Chairman,  and  I  will  be 
happy  to  respond  to  questions. 
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We  want  to  thank  the  Subcommittee  for  holding  this  hearing  today  on  the 
Administration's  proposed  "Federal  Crop  Insurance  Reform  Act  of  1994,"  H.R.  4217, 
sponsored  by  Chairman  de  la  Garza  and  cosponsored  by  Represenatives  Johnson  and 
Minge.  On  behalf  of  Secretary  Espy,  we  greatly  appreciate  your  attention  to  the 
Administration's  goal  of  reforming  Federal  crop  insurance  and  look  forward  to  working 
witli  all  Committee  Members  to  enact  a  plan  that  works  for  both  farmers  and  taxpayers. 

As  much  as  any  program  in  Washington,  Federal  crop  insurance  has  long  needed 
change.  The  discontent  with  this  program  fi-om  farmers,  taxpayers,  insurance  industry, 
Congress,  the  President,  and  others,  has  focused  on  long-standing,  well-documented 
problems: 

o  Despite  an  annual  crop  insurance  price-tag  approaching  $900  million,  the 
Government  has  had  to  step  in  with  ad  hoc  disaster  relief  payments  to  farmers  for 
the  last  eight  years.  These  off-budget  crop  disaster  programs  have  cost  taxpayers 
an  average  $1  billion  per  year  over  the  last  decade,  and  more  than  $1.5  billion  per 
year  over  the  last  six  years.  Standing  alone,  crop  insurance,  with  a  nationwide 
participation  rate  of  just  33  percent  in  1993,  simply  has  not  provided  an  adequate 
safety  net  for  our  farmers.  The  need  for  both  crop  insurance  and  ad  hoc  disaster 
bills  must  end. 

o  Crop  insurance  has  chronically  lost  money.  Since  1981,  the  Federal  Crop  Insurance 
Corporation's  (FCIC)  insurance  operations  have  produced  an  overall  "loss  ratio"  of 
about  1.47.  That  means  that  we  have  paid  out  about  $1.47  in  claims  for  every  $1.00 
collected  in  premiums  and  premium  subsidies,  not  counting  overhead  costs.  Any 
private  business  posting  these  numbers  would  have  gone  bankrupt  years  ago. 
Taxpayers  are  tired  of  picking  up  the  tab.  The  program  must  be  made  more 
financially  sound. 
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Farmers  continue  to  complain  that  Federal  crop  insurance  does  not  meet  their  needs. 
The  program  must  be  more  farmer-friendly  with  new  products,  more  flexibility,  and 
more  responsive  to  the  needs  of  its  customers. 


Last  summer's  disastrous  Midwest  flood  and  Southeast  drought  brought  the 
problems  of  crop  insurance  into  sharp  focus  for  all  Americans.  Secretary  Espy  and 
President  Clinton  travelled  extensively  in  the  flooded  areas  and  spoke  directly  with  farmers 
about  their  problems  and  experiences  in  dealing  with  Federal  programs  designed  to  assist 
them.  Again  and  again,  they  heard  concerns.  These  problems  ranged  from  lack  of 
coverage  for  prevented  planting,  to  inflexible  price  elections,  to  uncertainty  about  the 
availability  and  timeliness  of  help.  On  March  2,  Secretary  Espy  announced  a  massive 
reform  program  that  grew  directly  from  last  summer's  experience. 

In  essence,  we  are  recommending  a  two-pronged  program  to  fix  Federal  crop 
insurance:  (1)  reform  from  the  inside  out  -  administrative  steps  to  make  the  program  more 
financially  sound  and  farmer-friendly,  and  (2)  reform  from  the  outside  in  -  the  new 
"Federal  Crop  Insurance  Reform  Act  of  1994." 


Federal  Crop  Insurance  Reform  Act  of  1994 

The  Federal  Crop  Insurance  Reform  Act  of  1994  is  the  centerpiece  of  our  reform 
plan.  This  bill  responds  specifically  to  the  problems  revealed  after  last  summer's 
experience.  Ad  hoc  crop  disaster  bills  over  the  years  have  been  an  effective  act  of 
government  for  people  in  crisis.  These  relief  programs  have  helped  millions  of  Americans, 
fanners  and  non-farmers  alike,  survive  the  most  difficult  periods  in  their  lives.  But  the 
reliance  on  this  ad  hoc  relief  that  has  developed  as  a  result  of  an  under-used  crop  insurance 
system,  has  created  a  level  of  uncertainty  that  is  not  good  for  either  farmers  or  taxpayers. 


The  repeated  availability  of  ad  hoc  relief  has  been  a  disincentive  for  many  farmers 
to  participate  in  the  Federally  backed  crop  insurance  program. 

In  a  crisis,  farmers  without  crop  insurance,  who  depend  on  disaster  relief,  have  no 
way  of  knowing  in  advance  what  their  protection  will  be.  Farmers  do  not  know  whether 
a  disaster  bill  will  be  approved  or,  if  approved,  what  payment  level  the  bill  will  provide. 
Further,  a  farmer  suffering  a  loss  must  hope  that  other  farmers  across  the  state,  and  in  ten 
or  twenty  other  states,  are  experiencing  similar  losses  in  order  to  create  the  momentum  for 
legislative  action. 
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An  examination  of  history  reveals  that  victims  of  local  disasters  often  get  less  aid 
than  those  of  wider  disasters,  even  though  the  individual  farmers  may  suffer  similar  losses. 

For  example,  victims  of  1992's  Hurricane  Andrew  in  Florida,  received  aid  at  50.04 
percent  proration  while  victims  of  this  summer's  Midwest  flood  received  aid  at  100  percent. 
Farmers  with  losses  in  states  not  involved  in  the  large  disasters  found  that  congressional 
decisions  affecting  their  livelihoods  were  being  based  upon  factors  totally  unconnected  to 
their  circumstances. 

What  will  happen  if  natural  disaster  strikes  again  next  year?  Farmers  trying  to  plan 
their  operations  in  a  businesslike  manner  simply  have  no  way  of  knowing. 

Meanwhile,  taxpayers  are  concerned  that  disaster  aid  is  exempt  from  the  budget 
discipline  that  controls  spending  in  virtually  every  other  area  of  government.  At  a  time 
when  deficit  reduction  is  a  paramount  domestic  priority,  the  price  of  these  emergency 
programs  continues  to  rise.  The  public  rightly  questions  the  point  of  having  two  expensive 
programs  trying  to  address  a  single  recurring  problem  -  crop  disaster  aid.  Americans  are 
generous  in  a  crisis,  but  their  patience  has  limits. 

The  Federal  Crop  Insurance  Reform  Act  of  1994  resolves  this  situation  by 
combining  crop  insurance  and  disaster  aid  into  a  single,  unified,  on-budget  program.  This 
requires  two  steps.  First,  the  legislation  expands  the  crop  insurance  program  to  protect 
fanners,  financially,  when  natural  disasters  ruin  or  damage  their  crops.  Second,  it  creates 
a  legal  barrier  against  future  ad  hoc  crop  disaster  programs. 

We  view  this  proposal  as  being  both  a  vital  budget  reform  as  well  as  a  vital 
agricultural  reform. 

The  legislation  is  built  upon  several  key  pillars: 


1:  Catastrophic  crop  in.surance  coverage:  The  Federal  crop  insurance  program  is 
supplemented  with  a  new  catastrophic  coverage  level  available  to  fanners  of  insured 
crops  for  a  nominal  processing  fee  of  $50  per  crop  per  county,  up  to  $100  per 
farmer  per  county.  The  processing  fee  may  be  waived  for  limited  resource  farmers. 
The  idea  is  to  make  this  coverage  very  economical  and  accessible. 

Policies  will  cover  prevented  planting  as  well  as  actual  crop  losses,  and  will  be 
based  on  actual  individual  farm  yields. 
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This  catastrophic  plan  will  protect  against  yield  losses  greater  than  50  percent  at  a 
payment  rate  of  60  percent  of  the  expected  market  price  --  a  level  comparable  to 
disaster  relief  programs  in  recent  years.  The  difference  is  this:  catastrophic  coverage 
is  an  individual  insurance  policy,  not  an  ad  hoc  relief  payment.  It  is  a  contract  that 
a  farmer  can  take  to  the  bank  as  collateral  on  a  loan.  Even  if  no  other  farmer  in  the 
country  suffers  a  loss,  the  farmer  has  the  security  of  knowing  that  he  or  she  is 
covered. 

Under  this  approach,  in  a  future  agricultural  crisis,  farmers  will  know  in  advance  the 
extent  of  their  protection  and  taxpayers  will  know  in  advance  the  limits  of  their 
exposure. 

2:  Buy-Up  coverage:  Most  producers  desire  higher  levels  of  coverage  than  the 
catastrophic  plan  offers  to  protect  their  farm  businesses.  The  legislation  provides 
targeted  subsidies  for  these  higher  insurance  coverage  levels.  The  out-of-pocket 
cost  for  coverage  at  the  65  or  75  percent  yield  levels  will  fall  by  about  10  percent 
compared  to  current  farmers'  share  of  the  premium.  In  addition,  the  bill  gives  FCIC 
the  authority  to  offer  policies  covering  85  percent  of  yield.  The  more  farmers  buy 
higher  levels  of  coverage,  the  more  fiscally  sound  the  system  will  be. 

3:  Linkage  to  farm  programs:  To  ensure  the  widest  participation,  eligibility  to 
participate  in  Federal  commodity,  conservation,  and  Farmers  Home  Administration 
loan  programs  is  linked  to  the  crop  insurance  coverage  at  the  catastrophic  level  or 
above.  We  expect  that  this  step  will  result  in  crop  insurance  participation  rising 
from  33  percent  to  about  80  percent  of  insurable  acres. 

The  purpose  of  linkage  is  to  guarantee  that,  if  disaster  strikes,  the  bulk  of  U.S. 
fanners  will  be  protected.  We  understand  that  farmers,  like  other  Americans,  do  not 
like  being  told  what  to  do,  this  is  human  nature.  But  the  linkage  proposal  is  fair  and 
not  onerous  given  the  nominal  cost  of  catastrophic  coverage  to  farmers. 

4:  Delivery:  Farmers  may  choose  to  obtain  the  catastrophic  coverage  either  through 
a  private  reinsured  company  or  through  a  USDA  local  office.  Higher  insurance 
coverage  levels  remain  available  only  from  private  insurers.  Our  goal  is  to  provide 
the  most  convenient  and  efficient  means  of  quickly  getting  catastrophic  crop 
insurance  coverage  to  the  largest  number  of  farmers.  Private  sector's  insurance 
sales  force  will  have  full  opportunity  to  compete  for  the  catastrophic  market. 

5:  Industry  competition:  The  legislation  restructures  premium  rates  to  reflect  both 
direct  premium  subsidies  and  the  expense  reimbursement  allowance  to  reinsured 
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companies.  This  provides  a  more  realistic  picture  of  the  cost  of  the  program  both 
to  farmers  and  taxpayers.  More-efficient  companies  will  be  allowed  to  pass  along 
lowered  overhead  costs  in  reduced  rates  charged  to  farmers,  creating  a  more 
competitive  market  environment. 

Uninsurable  crops:  The  noninsured  coverage  program,  called  the  Noninsured 
Assistance  Program,  is  created  for  crops  not  covered  by  crop  insurance.  Crops 
covered  under  this  program  include  food  and  fiber  crops  only.  Payments  under  the 
NAP  are  triggered  by  area-wide  loss  levels  and  protection  levels  similar  to  those 
under  the  catastrophic  insurance  plan.  Here's  how  it  will  work. 

Fanners  become  eligible  for  assistance  whenever  the  crop  in  an  area  suffers  a  loss 
in  yield  exceeding  35  percent  of  the  area's  average  yield.  This  assistance  is  much 
more  predictable  than  under  the  present  disaster  assistance  system.  Today,  for 
instance,  pecan  farmers  in  one  state  who  suffer  devastating  losses  due  to  a  spring 
freeze  may  not  receive  disaster  aid  unless  disasters  strike  in  more  states  during  the 
year.  Under  the  Administration's  plan,  assistance  would  be  available  even  if  pecans 
in  one  part  of  a  state  were  the  only  crop  that  suffered  a  loss. 

Once  the  assistance  for  the  area  is  triggered,  individual  farmers  who  suffer  losses 
will  be  compensated  for  losses  exceeding  50  percent  of  yield  at  a  price  that  is  equal 
to  60  percent  of  the  market  price  expected  before  the  loss. 

Farmers  who  produce  these  crops  will  be  expected  to  enroll  their  crops  at  the 
beginning  of  the  year,  to  report  the  acreage  planted  to  the  crops  (or  other  relevant 
measure  of  the  crop's  location  and  value),  and  to  provide  information,  if  available, 
regarding  yields.  These  steps  are  needed  to  avert  the  problems  that  exist  under  the 
present  ad  hoc  programs  when  losses  are  claimed  long  after  any  evidence  of  the  crop 
has  been  disked  into  the  ground  or  otherwise  destroyed. 

We  anticipate  there  will  be  interest  in  making  more  crops  eligible  for  the  insurance 
plans  so  that  specialty  farmers  can  obtain  insurance  on  an  individual  basis.  FCIC 
presently  is  considering  26  additional  crops  for  the  insurance  plans.  Many  of  these 
are  specialty  crops.  The  crops  were  chosen  on  the  basis  of  their  total  value  relative 
to  the  aggregate  value  of  all  crops.  FCIC  soon  will  issue  standards  and  procedures 
for  new  crop  insurance  program  development  to  assist  interested  persons  in 
identifying  and  providing  the  information  needed  to  support  these  new  programs. 
We  anticipate  that  this  will  facilitate  new  program  development  since  needed 
information  for  many  crops  is  not  readily  available  from  public  sources. 
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Some  administrative  details  in  the  bill  remain  open  for  more  complete  definition 
through  the  regulatory  process.  The  definition  of  "areas"  for  purposes  of  triggering 
the  Noninsured  Assistance  Program  is  one.  The  Administration  wants  to  retain 
flexibility  in  defining  "area"  mainly  because  triggering  assistance  defined  by  a  term 
in  statute  sometimes  ties  an  agency's  hands  in  certain  unforseen  circumstances.  For 
example,  disasters  are  not  confined  to  county  lines.  We  want  to  avoid  having 
people  in  neighboring  counties,  who  suffer  the  same  crop  loss,  be  denied  assistance 
because  their  county,  overall,  did  not  meet  the  production  loss  trigger.  The  area 
trigger  concept  provides  important  flexibility  to  deal  with  such  varying 
circumstances.  After  the  bill  is  enacted,  FCIC  will  issue  a  proposal  for  public 
comment  and  seek  input  from  all  interested  parties  in  setting  the  standards  for  this 
important  point. 

7:  Repeal  of  standing  disaster  assistance  authority:  Current  authorities  for  standing 
crop  disaster  relief  are  repealed.  The  expanded  crop  insurance  program  will  replace 
disaster  bills  as  the  Federal  response  to  emergencies  involving  widespread  crop  loss. 

As  added  protection,  the  legislation  exempts  appropriations  for  agricultural  crop 
disaster  assistance  from  designation  as  an  "emergency"  for  purposes  of  the  Balanced 
Budget  and  Emergency  Deficit  Control  Act  of  1985,  as  amended.  This  action 
essentially  places  future  crop  disaster  bills  on  budget.  They  must  be  paid  by  off- 
setting spending  cuts,  rather  than  being  allowed  to  proceed  as  "emergency" 
spending.  Therefore,  the  primary  vehicle  for  providing  crop  disaster  assistance  will 
be  the  Federal  crop  insurance  program,  as  was  originally  intended. .. 

We  project  that  the  new  program  created  by  the  Federal  Crop  Insurance  Reform  Act 
of  1994  will  have  a  net  cost  of  about  $8.1  billion  for  fiscal  years  1995  through  1999.  The 
conference  agreement  to  the  Budget  Resolution  recognized  the  annual  cost  of  agricultural 
crop  disaster  assistance  by  placing  it  on  budget  at  $4.5  billion  in  outlays  over  five  years. 
By  eliminating  future  ad  hoc  agricultural  disaster  payments,  the  Federal  Crop  Insurance 
Reform  Act  of  1994  will  result  in  a  five  year  savings  of  about  $750  million  compared  to 
the  projected  cost  of  maintaining  the  current  Federal  crop  insurance  program  and  the  annual 
ad  hoc  disaster  payments  for  agricultural  crops. 

We  would  like  to  implement  this  new  program  in  crop  year  1995  so  that  its  benefits 
can  be  felt  by  fanners  and  taxpayers.  This  timetable  is  ambitious,  and  will  require 
Congress  to  do  its  part.  Combining  Federal  crop  insurance  and  disaster  aid  will  be  a 
complicated  process  involving  training  of  personnel,  rewriting  of  rules,  and  educating 
customers.  We  must  do  it  right. 
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Arlileving  Financial  Soundness 

Resolving  the  conflict  between  Federal  crop  insurance  and  disaster  programs  is  not 
enough.  We  must,  at  the  same  time,  also  make  Federal  crop  insurance  more  financially 
sound.  The  old  way  of  doing  business,  where  Federal  crop  insurance  lost  excessive 
amounts  of  taxpayer  money  year  after  year,  is  simply  no  longer  acceptable.  The  Omnibus 
Budget  Reconciliation  Act  of  1993  (OBRA)  requires  FCIC  to  achieve  an  overall  projected 
loss  ratio  of  1.1  by  the  year  beginning  October  1995.  The  Agriculture,  Rural  Development, 
Food  and  Drug  Administration,  and  Related  Agencies  Act,  1994,  mandated  additional  cost- 
saving  reforms.  We  are  committed  to,  at  least,  meeting  this  loss  ratio  goal  and  attaining 
actuarial  soundness.  American  taxpayers  will  accept  nothing  less. 

As  part  of  the  March  2  reform  package.  Secretary  Espy  released  the  FCIC's 
"Blueprint  for  Financial  Soundness"  mandated  by  OBRA  1993.  This  document  outlines 
the  specific  steps  that  FCIC  will  take  to  improve  the  program's  financial  soundness  and  the 
savings  we  expect  to  result.  Those  steps  include: 

-  A  modified-APH  (actual  production  history)  program  to  better  tie  individual 
farmer's  insurance  coverage  to  their  individual  yield  history.  We  will  propose  to 
modify  this  program  to  permit  a  catastrophic  yield  adjustment  beginning  in  crop 
year  1995; 

-  An  expanded  non-standard  classification  system  (NCS)  to  identify  those  farmers 
with  unusually  high  loss  histories  and  adjust  their  rates  to  more  appropriate  levels; 

--  Greater  emphasis  on  program  compliance  to  prevent  over  payments  based  on  errors 
and  abuses;  and 

Greater  risk-sharing  with  private  insurance  companies. 

Finally,  we  will  work  to  make  Federal  crop  insurance  more  farmer-friendly  by 
introducing  new  products,  more  flexibility,  and  more  responsiveness  to  complaints  and 
ideas  from  farmers,  agents,  companies,  and  all  participants  in  this  program.  Just  recently, 
FCIC  for  the  first  time  used  the  authority  provided  for  in  the  Food,  Agriculture, 
Conservation  and  Trade  Act  of  1990  to  back  financially  an  innovative  new  insurance 
product  developed  by  the  private  sector.  This  process  of  partnership  will  continue. 

The  challenge  of  reforming  Federal  crop  insurance  is  complex  and  difficult,  but  we 
believe  our  plan  is  a  responsible  one  and  will  be  responsive  to  the  needs  of  American 
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farmers  and  taxpayers.  We  hope  that  Congress  will  act  expeditiously  on  the  legislation  so 
that  we  may  implement  the  new  program  for  the  1995  crop  year. 

We  will  be  pleased  to  answer  any  questions  you  may  have. 


(Attachments    follow:) 
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UNITED  STATES  CROP  VALUE  SUMMARY 

INSURED  CROPS 
NATIONAL  VALUE  OF  ALL  CROPS  $92,385,311,215 


CROP 


REPORTED 
ACRES 


DOLLAR 
VALUE 


PERCENT 

OF  TOTAL 

VALUE 


Com,  Grain 

66,950,480 

18,008,691,703 

19.493 

Soybeans 

56,498,545 

11,213,520,994 

12.138 

Wheat 

69,353,948 

7,296,722,323 

7.898 

Cotton,  "Upland 

11,501,930 

4,884,989,171 

5.288 

Tobacco 

732,740 

2,829,953,119 

3.063 

Potatoes 

1,363,816 

2,396,315,957 

2.594 

Nursery,  Container 

2,375,462,434 

2.571 

Corn,  Silage 

6,124,202 

1,954,333,349 

2.115 

Oranges 

770,214 

1,515,565,984 

1.640 

Apples 

352,114 

1,408,875,579 

1.525 

Peanuts 

1,807,325 

1,256,883,370 

1.360 

Sorghum,  Grain 

9,086,031 

1,203,379,180 

1.303 

Sugar  Beets 

1,375,468 

l,n5,379,300 

1.218 

Rice 

2,812,429 

1,040,085,810 

i.n6 

Tomatoes  -  Fresh 

D7,578 

924,639,769 

1.001 

Barley 

7,505,000 

906.414,000 

0.981 

Grapes  -  Processed 

408,090 

885,062,003 

0.958 

Sugarcane 

723,840 

813,706,190 

0.881 

Raisins 

266,737 

677.942,810 

0.734 

Beans,  Dry 

2,099,403 

660,075,798 

0.714 

Almonds 

413,202 

639,048,900 

0.692 

Tomatoes  -  Processed 

353,911 

617,956,960 

0.669 

Grapes,  Table 

90,343 

494,035,398 

0.535 

Onions 

146,180 

493,421,041 

0.534 

Peaches 

117,823 

482,137,001 

0.522 

Oats 

6,015,517 

412,485,275 

0.446 

Grapefruit 

168,928 

354,979,543 

0.384 

Lemons 

•59,816 

347,117,610 

0.376 

Pears 

50,031 

281,428,961 

0.305 

Plums  -  Fresh 

45,199 

265,029,699 

0.287 

Sweet  Corn  -  Fresh 

191,672 

256,059,591 

0.277 

Walnuts,  English 

184,837 

254,412,036 

0.275 

Sunflowers 

1,854,495 

247,439,110 

0.268 

Peppers 

53,5D 

225,972,741 

0.245 

T. < 

November  5,  1992 
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UNITED  STATES  CROP  VALUE  SUMMARY 

INSURED  CROPS 
NATIONAL  VALUE  OF  ALL  CROPS  $92,385,  JU, 215 


PERCENT 

REPORTED 

DOI I AR 

OF  TOTiL 

CROP 

ACRES 

VALUE 

VALUE 

Swe€t  Corn  -  Processed 

476,6D 

213,509,890 

0.231 

Nectarines 

25,761 

158,609,100 

0.172 

Cranberries 

27,801 

152,828,500 

0.165 

Beans,  Snap  -  Processed 

214,640 

139,856,244 

0.151 

Prunes 

79,707 

133,203,850 

0.144 

Peas,  Green 

293,750 

109,804,780 

0.119 

Tangerines 

18,922 

69,225,3n 

0.075 

Apricots 

20,249 

48,509,599 

0.053 

Pp-is,  Dry 

274,500 

43,363,600 

0.047 

Macadamja  Nuts 

18,700 

41,720,000 

0.045 

Safflower 

159,073 

37,924,863 

0.041 

Flax 

253,002 

20,858,600 

0.023 

Tangelos 

10,419 

16,897,699 

0.018 

Figs 

13,071 

16,351,600 

0.018 

Beans,  Lima  -  Processed 

21,650 

9,432,000 

0.010 

Temples 

9,199 

7,641,999 

0.008 

TOT.U. 

69,969,260,345 

75.736 

"Nursery,  Container"  crops  are  container  grown  landscape  plants. 

Values  are  not  available  for  the  following  insured  crops:  Popcorn,  Hybrid  Seed  Com,  Hybrid  Seed 
Sorghum. 

Acreage  data  is  incomplete  for  apples,  peaches,  pears  and  plums. 


Soveniber  5,  19'^2 


Page:  2 
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CROP  EXPANSION 
FEASIBILITY  STUDY  LIST 


Feasibility  studies  are  currently  underway  on  the 
following  crops  in  anticipation  of  developing  new 
crop  programs: 


AVOCADOS 

ASPARAGUS 

BLUEBERRIES 

BROCCOLI 

CANOLA 

CANTALOUPE 

CARROTS 

CAULIFLOWER 

CELERY 

CHERRIES-SWEET 

HAY-ALL 

HAY-HAYLAGE 

HAY-OTHER 


LETTUCE-HEAD 

LETTUCE-LEAF 

MUSHROOMS 

NURSERY  CROPS 

PECANS 

PEPPERMINT 

PINEAPPLE 

PISTACHIOS 

SEED-FORAGE 

SEED-LAWN 

STRAWBERRIES 

SWEET  POTATOES 

WATERMELON 
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';".  CROP  EXPANSION  TIME  TABLE  .       " 

The  Federal  Crop  Insurance  Corporation  (FCIC)  is  currently  evaluating  26  new  crops  for  possible 
inclusion  in  its  insurance  program.  FCIC  has  arranged  for  the  Economic  Research  Service  to  provide 
preliminary  data  on  production,  marketing,  risk  management,  and  other  related  information  for  these 
various  crops.  The  delivery  date  for  this  information  ranges  through  September  1995.  Upon  receipt 
of  this  information,  FCIC  will  prepare  an  extensive  risk  management  assessment  that  will  determine 
whether  a  new  crop  is  suitable  for  design  of  an  insurance  program.  The  feasibility  data  are  scheduled 
to  be  delivered  as  follows: 


February  1994 
June  1994 
September  1994 
December  1994 
April  1995 

September  1995 


Blueberries  ^  ~~ 

Canola,  carrots,  celery,  lettuce 

Asparagus,  broccoli,  cauhflower,  sweet  potatoes 

Cantaloupes,  honeydew,  strawberries,  watermelons 

Avocadoes,  cherries-sweet,  mushrooms,  in-ground  nursery 
crops,  and  pistachios 

Hay,  hops,  peppermint,  pineapple,  seed-forage,  seed-lawn, 

and  spearmint 


Once  these  preliminary  data  are  received,  a  comprehensive  risk  management  analysis  can  be 
developed.  With  the  completion  of  a  favorable  risk  analysis  and  given  current  workloads,  FCIC 
anticipates  that  programs  could  be  available  for  either  a  pilot  or  standing  program  as  follows: 


Blueberries      * 

Canola 

Mushrooms 

Celery 

Asparagus 

Carrots 

FL  Citrus  Trees 

Lettuce 

Pecans 

Pistachios 

Cantaloupes 

Sweet  potatoes 

Broccoli 

Nursery  in-ground 

Sweet  Cherries 

Avocadoes 


1995  crop  year 

1995  crop  year 

1996  crop  year 
1996  crop  year 
1996  crop  year 
1996  crop  year 
1996  crop  year 
1996  crop  year 

1996  crop  year 

1997  crop  year 
1997  crop  year 
1997  crop  year 
1997  crop  year 
1997  crop  year 
1997  crop  year 
1997  crop  year 


Honeydews 

Strawberries 

Cauliflower 

Watermelons 

Forage  seed 

Hops 

Peppermint 

Hay 

Spearmint 

Lawn  seed 

Pineapple 


1997  crop  year 
1997  crop  year 
1997  crop  year 

1997  crop  year 

1998  crop  year 
1998  crop  year 
1998  crop  year 
1998  crop  year 
1998  crop  year 
1998  crop  year 
1998  crop  year 
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.Participation  Under  the  Reform  Proposal 

(with  linkage) 


J 

(U 

"o 

90% 

c 

8n% 

LLl 

u 

70% 

u 

60% 

o 

< 

60% 

0) 

J3 

40% 

_oi 

30% 

Ui 

"o 

20% 

c 

10% 

0) 

u 

n% 

41 

O. 

1993 


1995    1996    1997 
Crop  year 


1998        1999 


Buy  up  coverage 


Basic  coverage 


Under  the  reform  proposal,  producers  who  participate  in  price  support  and 
income  support  programs  or  %?ho  have  loans  under  any  program  of  the  Farmers 
Home  Administration  are  required  to  obtain  at  least  the  catastrophic  level  of 
ILnsurance  for  all  crops  of  economic  significance  farmed  in  the  county  in  which 
that  producer  has  an  interest.   The  linkage  with  commodity  programs  will  ensure 
that  participation  in  the  crop  insurance  program  is  80  percent  of  eligible  acreage 
in  1595. 

Requiring  producers  to  obtain  catastrophic  crop  insurance  ^or  program  crops  only 
■would  potentially  lower  the  crop  Insurance  participation  rate  as  significant  crops 
(e.g.,  soybeans)  would  be  largely  unaffected.  Participation  rates  would  Likely  be 
only  as  high  as  65-70  percent  of  eUgible  acreage. 

If  crop  insurance  is  not  Unked  to  commodity  program  eligibility  it  is  likely 
that  crop  insurance  participation  will  be  only  55-60  percent  of  eligible 
acreage,  at  least  La  the  early  years  of  program  operation.   Lower 
participation  rates  could  encourage  ad  hoc  disaster  assistance  which  would 
further  undermine  participation. 
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TARGETED  SUBSIPrES  FOR  BUY-UPS 

rnrvrPARisoN  of  farmer's  out-of-pocket  expense 


wrm  TARGE.TFD  SUBSIDY  FOR  BUY-UPS: 


Coverage 
Leyel 

Current 
Cost 

Cost  Under 
Reform  Act 

DLfference 

65%  of  yield 

S296 

S246 

-17  percent 

75  fo  of  yield 

S623 

S574 

-  8  percent 

VVriHOUr   I'AKCrElTD  S 

imSTDY  FOR  BUY-l 

IPS: 

Coverage 
Level 

Current 
Cost 

Cost  Under 
Reform  Act 
Without  Buy-up 
Subsidy 

Difference 

65%  of  yield 

S296        -  - 

S282 

-  5   percent 

75%  of  yield 

S623 

S609 

-  2   percent 

Assumptions: 

100  acres  planted/    100  bushel  yield/   SI. GO  price  election 
10  percent  premium  rate  for  75  percent  coverage 

Stated  costs  are  the  farmer's  out-of-pocket  cost  for  the  coverage  after  deducting  the 
subsidy. 
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FEDERAL  CROP  INSURANCE  CORPORATION 
PREMIUM/INOEMNITIES/LCSS  RATIOS 
1981   -  1993  (Crop  Year  Data) 
(dollars  In  iTiousanCs) 


YEAH 

PREMIUM 

■    INDEMNITtSS 

LOSS  RATIO 

— 

1981 

S379.169 

S-408.101 

1.C8 

1982 

398.571 

528.157 

1.22 

1983 

291.3S3 

587.691 

2.02 

1964 

■*3S.5aa 

639.969 

1.47 

1985 

139.733 

684.364 

1.56 

1986 

381.753 

616.993 

1.62 

1987 

366. SO 

369.163 

1.01 

1988 

<S7.554 

1.053.775 

2.41 

1989 

820.763 

1.215.763 

1.48 

1990 

a38.0<»O 

1.023.581 

1.23 

1991 

737.146 

953.257 

1.29 

1992 

758.768 

920.901 

1.21 

1993  (9St.) 

78-1.552 

1.412.374 

1.30 

TOTAL  1981   -  1993 

$7,069,330 

$10,419,089 

1.47 

AVE.RAGE  1981-1993 

SSA3,841 

$301,468 

1.47 

1992  Figures  —  Actuals  from  Oct.  27,  1993  Summary  o(  Business 

1993  Figures  Irom  Damage  Report  of  Oct.  20.  1993. 


COMPTnCLLE.R.'MT/LOTUS:KWFTE 


1VU,'93 
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FEDERAL  CROP  INSURANCE  CORPORATION 


CROP  INSURANCE  REFORM  COMPARED  TO  DISASTER  ASSISTANCE 


CORN-PARTICIPANT 


YIELD  LOSS  % 

100%  PRORATE 

50%  PRORATE 

REFORM  PLAN 

100 

$  PER  ACRE 

107 

54 

86 

90 

90 

45 

69 

80 

74 

37 

52 

70 

57 

29 

35 

60 

41 

20 

r 
17 

50 

21 

11 

0 

40 

0 

0 

0 

ASSUMPTIONS: 
PROGRAM  PAYMENT  YIELD: 
DISASTER  ASSIS.  PAYMENT: 
APH  YIELD  (REFORM  PLAN): 
PRICE  ELECTION: 


1 20  BUSHELS  PER  ACRE 

$1.79  PER  BUSHEL 

120  BUSHELS  PER  ACRE 

$2.40  PER  BUSHEL 
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FEDERAL  CROP  INSURANCE  CORPORATION 


CROP  INSURANCE  REFORM  COMPARED  TO  DISASTER  ASSISTANCE 


CORN  NON-PARTICIPANT 


YIELD  LOSS  % 

100%  PRORATE 

50%  PRORATE 

REFORM  PLAN 

100 

$  PER  ACRE 

80 

40 

86 

90 

67 

34 

69 

80 

54 

27 

52 

70 

41 

20 

35 

60 

27 

13 

17 

50 

18 

9 

0 

40 

0 

0 

0 

ASSUMPTIONS: 
COUNTY  AVERAGE  YIELD: 
DISASTER  ASSIS.  PAYMENT: 
APH  YIELD  (REFORM  PLAN): 
PRICE  ELECTION: 


1 20  BUSHELS  PER  ACRE 

$1.12  PER  BUSHEL 

1 20  BUSHELS  PER  ACRE 

$2.40  PER  BUSHEL 
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FEDERAL  CROP  INSURANCE  CORPORATION 


CROP  INSURANCE  REFORM  COMPARED  TO  DISASTER  ASSISTANCE 


WHEAT-PARTICIPANT 


YIELD  LOSS  % 

100%  PRORATE 

50%  PRORATE 

REFORM  PLAN 

100 

$  PER  ACRE 

39 

19 

32 

90 

33 

17 

26 

80 

27 

14 

19 

70 

22           ! 

11 

.13 

60 

16 

8 

6 

50 

9 

4 

0 

40 

0 

0 

0           ^ 

ASSUMPTIONS: 
PROGRAM  PAYMENT  YIELD: 
DISASTER  ASSIS.  PAYMENT: 
APH  YIELD  (REFORM  PLAN): 
PRICE  ELECTION: 


33  BUSHELS  PER  ACRE 

$2.60  PER  BUSHEL 

33  BUSHELS  PER  ACRE 

$3.25  PER  BUSHEL 
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FEDERAL  CROP  INSURANCE  CORPORATION 


CROP  INSURANCE  REFORM  COMPARED  TO  DISASTER  ASSISTANCE 


WHEAT  -  NON-PARTICIPANT 

II 

YIELD  LOSS  % 

100%  PRORATE 

50%  PRORATE 

REFORM  PLAN 

100 

$  PER  ACRE 

33 

17 

32 

90 

28 

14 

26 

80 

22 

11 

19 

70 

17 

8 

13 

60 

11 

6 

6 

50 

6 

3 

0 

40 

0 

0 

0 

ASSUMPTIONS: 
COUNTY  AVERAGE 
DISASTER  ASSIS.  PA 
APH  YIELD  (REFOR^ 
PRICE  ELECTION: 

VIELD: 
YMENT: 
i  PLAN): 

33         BUSHELS  I 
$1.68    PERBUSHl 
33         BUSHELS  I 
$3.25    PERBUSHl 

'ER  ACRE 

'ER  ACRE 
EL 
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FEDERAL  CROP  INSURANCE  CORPORATION 


CROP  INSURANCE  REFORM  COMPARED  TO  DISASTER  ASSISTANCE 


COTTON-PARTICIPANT 


YIELD  LOSS  % 

100%  PRORATE 

50%  PRORATE 

REFORM  PLAN 

100 

S  PER  ACRE 

93 

46 

65 

1 

90 

79 

39 

52   1 

80 

65 

32 

39 

70 

51 

25  c 

26 

60 

37 

18; 

•             13- 

50 

19 

la: 

0 

40 

0 

oc 

0 

ASSUMPTIONS: 
PROGRAM  PAYMENT  YIELD: 
DISASTER  ASSIS.  PAYMENT: 
APH  YIELD  (REFORM  PLAN): 
PRICE  ELECTION: 


406  POUNDS  PER  ACRE 

$0.47  PER  POUND 

406  POUNDS  PER  ACRE 

$0.53  PER  POUND 
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FEDERAL  CROP  INSURANCE  CORPORATION 


CROP  INSURANCE  REFORM  COMPARED  TO  DISASTER  ASSISTANCE 


COTTON  -  NON-PARTICIPANT 


1    YIELD  LOSS  % 

100%  PRORATE 

50%  PRORATE 

REFORM  PLAN    | 

100 

$  PER  ACRE 

79 

40 

65 

90 

66 

33 

52 

80 

53 

26 

39 

70 

40 

20 

26 

60 

26 

13 

13 

50 

13 

7 

0 

40 

0 

0 

0 

ASSUMPTIONS: 
COUNTY  AVERAGE  YIELD: 
DISASTER  ASSIS.  PAYMENT: 
APH  YIELD  (REFORM  PLAN): 
PRICE  ELECTION: 


406      POUNDS  PER  ACRE 
$0.33    PER  POUND 
406      POUNDS  PER  ACRE 
$0.53    PER  POUND 
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FEDERAL  CROP  INSURANCE  CORPORATION 


CROP  INSURANCE  REFORM  COMPARED  TO  DISASTER  ASSISTANCE 


SOYBEANS 


YIELD  LOSS  % 

100%  PRORATE 

50%  PRORATE 

REFORM  PLAN 

100 

$  PER  ACRE 

100 

53 

80 

90 

88 

44 

64 

80 

71 

36 

48 

70 

53 

27 

32 

60 

35 

18 

16 

50 

18 

9 

0 

40 

0 

0 

0 

ASSUMPTIONS: 
COUNTY  AVERAGE  YIELD: 
DISASTER  ASSIS.  PAYMENT: 
APH  YIELD  (REFORM  PLAN): 
PRICE  ELECTION: 


45  BUSHELS  PER  ACRE 

$3.91  PER  BUSHEL 

45  BUSHELS  PER  ACRE 

$5.90  PER  BUSHEL 


81-452  0-94-4 
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OSmON  STATEMENT 


Testimony  of 

Bob  Odom,  Commissioner 

Louisiana  Department  of  Agriculture  and  Forestry 

on  behalf  of  the 

National  Association  of  State  Departments  of  Agriculture 

before  the 

House  Agriculture  Subcommittees  on 

Specialty  Crops  and  Natural  Resources  & 

Environment,  Credit  and  Rural  Development 

U.S.  House  of  Representatives 

June  9,  1994 

re:  Federal  Crop  Insurance  Reform  Act  of  1994 


Good  morning  Mr.  Chairman,  members  of  the  Subcommittees.  I  am  Bob  Odom, 
Commissioner  of  the  Louisiana  Department  of  Agriculture  and  Forestry.  I  also  serve  as 
President  of  the  National  Association  of  State  Departments  of  Agriculture  (NASD A).  I 
appreciate  the  opportunity  to  appear  before  you  today  and  to  offer  my  comments  on  H.R.  4217, 
sponsored  by  Chairman  de  la  Garza,  and  co-sponsored  by  Representatives  Johnson  and  Minge, 
which  represents  the  Administration's  proposed  "Federal  Crop  Insurance  Reform  Act  of  1994." 
My  comments  not  only  reflect  my  own  position  but  also  the  position  taken  by  NASDA  at  their 
annual  meeting  held  September  13,  1993,  in  Waterville  Valley,  New  Hampshire. 

NASDA  is  the  nonprofit  association  of  public  officials  representing  the  Commissioners, 
Secretaries  and  Directors  of  Agriculture  in  the  fifty  states  and  the  territories  of  American  Samoa, 
Guam,  Puerto  Rico,  and  the  Virgin  Islands. 

Please  let  me  say  that  I  support  the  efforts  of  the  Administration  to  reform  the  federal 
crop  insurance  and  ad  hoc  disaster  programs  and  have  spoken  to  the  Administration  on  numerous 
occasions  about  my  position  on  the  need  for  change  from  what  we  have  to  offer  to  fanners 
today.  The  proposal  before  you  addresses  those  concerns. 

Commercial,  mainstream  fanners  in  my  state  and  other  states,  for  the  most  part,  are  not 
supporters  of  the  current  federal  crop  insurance  program  and  have  signalled  a  desire  for 
fundamental  reform  of  the  program.  The  current  program  does  not  meet  their  needs  and  the 
premiums  are  excessive  for  the  coverage  provided.  The  current  program  provides  opportunities 
for  widely  known  abuses  by  farmers  who,  year  after  year,  farm  just  to  collect  insurance.  Many 
farmen  in  my  state  have  been  indicted  and  convicted  for  various  abuses  under  the  current 

nasda  is  a  sonprofft  association  of  pubuc  officials  rtpresenvug  the  commissioners. 
Secretaries  and  Directors  of  agriculture  in  the  fifty  states  and  four  terrttories 

rntirrrl  «>  Rfr\(lfii  ?rrfr 
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program  and  investigations  are  continuing.  In  fact,  the  loss  ratio  in  Louisiana  is  higher  than  the 
national  average  for  the  last  ten  years.  We  need  a  crop  insurance  program  designed  for  the 
mainstream,  low  risk  commercial  farmer  who  is  interested  in  financial  protection  in  case  of  a 
loss  due  to  drought,  flood  or  natural  disaster,  and  we  need  a  program  the  farmer  can  afford. 
The  proposed  "Federal  Crop  Insurance  Reform  Act  of  1994"  provides  the  framework  to  meet 
this  need  and  also  provides  the  positive  changes  needed  if  the  federal  crop  insurance  program 
is  to  survive. 

Additionally,  the  proposal  eliminates  the  uncertainty  of  fanners  receiving  assistance  from 
ad  hoc  disaster  programs  by  providing  catastrophic  risk  protection  as  part  of  the  crop  insurance 
program.  Providing  disaster  assistance  on  an  ad  hoc  basis,  as  we  do  today,  tends  to  discourage 
participation  in  the  crop  insurance  program.  The  pwssibility  that  a  fanner  will  receive  some  type 
of  assistance,  even  if  he  does  nothing  to  protect  himself  from  loss,  sends  a  very  wrong  signal 
that  crop  insurance  is  an  unnecessary  expense.  It  is  widely  accepted  that  we  cannot  continue  to 
have  both  programs  because  of  cost  and  because  of  inequities  in  the  assistance  provided  through 
the  current  disaster  program.  Farmers  prefer  a  comprehensive  crop  insurance  program  that  will 
help  meet  their  financial  security  needs  on  an  individual  basis  rather  than  the  uncertainty  of  ad 
hoc  disaster  programs  dependent  upon  wide  area  or  multi-state  disasters  and  congressional 
appropriation  of  funds.  I  support  this  part  of  the  proposal  which  provides  a  f>ermanent  basic 
level  of  support  at  nominal  cost  to  the  farmer,  yet  costs  no  more  than  has  been  the  average  cost 
to  the  taxpayer  over  the  last  ten  years  or  so. 

Specifically,  as  it  relates  to  the  proposal,  I  support  the  following  concepts  that  have  been 
included: 

1.  A  comprehensive  federal  crop  insurance  program  must  meet  the  needs  of 
mainstream,  low  risk  producers  by  offering  them  financial  security  in  case  of 
drought,  flood  or  natural  disaster  and  must  have  incentives  to  attract  these 
producers  into  the  program  to  ensure  widespread  participation.  For  example, 
premium  discounts  should  be  offered  to  those  fanners  with  good  experience. 
Conversely,  farmers  who  consistently  have  losses  should  be  placed  in  a  "High 
Risk  Pool"  and  taken  out  of  the  actuarial  data  base  used  to  calculate  premiums. 
Additionally,  significant  premium  discounts  for  higher  levels  of  coverage  are 
critical  in  order  to  attract  participation  at  those  higher,  "buy  up"  levels  of 
coverage  which  are  needed  to  make  the  program  more  fiscally  sound.  It  is  my 
understanding  that  these  incentives  will  be  included  in  this  program.  I  strongly 
encourage  you  to  provide  incentives  at  a  significant  level  to  encourage  the 
mainstream,  low  risk  producers  to  participate  in  the  program  at  the  higher  "buy 
up"  levels  of  coverage.  If  the  low  risk  producers  do  not  participate  at  the  higher 
"buy  up"  levels  of  coverage  then  the  program  will  be  severely  weakened  and  will 
not  be  as  fiscally  sound  as  needed  to  accomplish  the  objectives. 

2.  Insurance  coverage  should  be  based  on  the  "Actual  Production  History"  of 
individual  farmers  based  on  proven  yields,  proven  through  the  Farm  Service 
Centers,  rather  than  to  the  insurance  company  through  its  private  agents.  This 
will  reduce  any  attempt  to  assign  production  history  to  a  farm  on  which  the 
production  did  not  occur. 
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3.  Farmers  should  have  the  option  of  buying  the  level  of  coverage  they  determine 
best  meets  their  needs  on  an  individual  basis.  Under  the  proposal,  farmers  may 
purchase  additional  insurance  coverage  providing  higher  yield  or  price  protection 
levels  above  the  basic  catastrophic  risk  protection,  for  an  additional  premium. 
The  FCIC  has  stated  that  farmers  will  have  more  flexibility  on  yield  and  price 
elections  and  unit  structure  than  is  currently  available,  with  the  assurance  that  the 
program  will  be  more  farmer  friendly,  with  new  products  and  flexibility. 
Incentives  are  provided  through  premium  discounts  at  the  higher  levels  to 
encourage  greater  participation,  which,  I  feel,  is  extremely  important  to  the 
success  of  the  program.  Premiums  for  the  "buy  up"  coverages  must  be 
reasonable  and  affordable  for  the  risk  involved  in  order  to  enlist  the  low  risk 
farmers  into  the  program. 

4.  Fanner  records  should  be  identified  by  Farm  Serial  Number  and  Social  Security 
Number. 

5.  Ad  hoc  disaster  assistance  for  all  crops  eligible  for  crop  insurance  should  be 
eliminated.  I  support  the  catastrophic  risk  protection  program  offered  in  the 
proposal  at  50  percent  loss  in  yield,  indemnified  at  60  percent  of  the  expected 
market  price.  I  do  not  feel  that  a  lower  base  level  of  coverage  will  meet  the  need 
of  farmers  who  choose  not  to  purchase  buy-up  levels  of  coverage.  A  base  level 
of  coverage  that  is  too  low  will  not  provide  the  farmer  with  sufficient  financial 
coverage  to  see  him  through  a  crop  loss  and  will  only  encourage  calls  for  ad  hoc 
disaster  assistance  to  make  up  the  difference.  Tnen  we'll  find  ourselves  right 
back  where  we  are  today. 

6.  I  also  support  the  noninsured  assistance  program  that  will  cover  those  crops  for 
which  crop  insurance  currently  is  not  offered.  Replacing  the  ad  hoc  disaster 
program,  with  all  its  uncertainties,  with  a  catastrophic  risk  protection  program 
and  a  noninsured  assistance  program  with  certainty  of  protection  is  critical  to  this 
proposal.  When  both  programs  are  available  to  fanners  who  produce  crops 
eligible  for  crop  insurance,  i.e.,  federal  crop  insurance  and  ad  hoc  disaster,  a 
conflict  exists  which  creates  uncertainty  and  provides  no  incentive  for  low  risk 
producers  to  participate  in  the  crop  insurance  program,  thereby  weakening  the 
whole  program.  This  lack  of  participation  creates  a  higher  loss  ratio  to  premiums 
earned,  creating  the  need  to  increase  rates  which  further  aggravates  the 
participation  problem.  Combining  these  two  programs  into  one  eliminates  the 
uncertainty  and  meets  the  need  of  farmers,  particularly  in  their  financial  planning 
and  banking  relationships. 

7.  The  states,  for  a  long  time,  have  recognized  the  problem  of  having  a  crop  insured 
in  one  state  or  county  and  the  same  crop  not  being  insured  in  a  neighboring  state 
or  county  because  of  area  restrictive  guidelines  or  rules  on  area  coverage 
eligibility.  I  feel  the  Administration's  proposal  to  retain  as  much  flexibility  as 
possible  in  defining  an  "area"  for  purposes  of  triggering  the  "Noninsured 
Assistance  Program"  recognizes  this  problem  as  it  has  been  identified  in  the 
existing  insured  program  and  the  ad-hoc  disaster  program.  Disasters,  as  you 
know,  do  not  recognize  defined  boundaries  when  they  occur,  and  I  believe  the 
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Administration  needs  the  flexibility  to  define  an  area  rather  than  being  defined  by 
statute.  Fanners'  interests  will  best  be  served  with  this  flexibility.  This  is  a 
positive  position  and  one  that  I  can  support. 

On  behalf  of  all  our  states,  I  encourage  you  to  move  quickly  on  this  bill  so  the  new  crop 
insurance  program  can  be  in  effect  for  the  1995  crop  year  or  not  later  than  January  1,  1995. 

Mr.  Chairman,  thank  you  for  the  opportunity  to  participate  in  this  very  important  hearing 
today  and  allowing  me  to  express  NASDA's  support  for  the  Administration's  proposed  "Federal 
Crop  Insurance  Reform  Act  of  1994,"  as  provided  in  H.R.  4217.  The  current  program  is  not 
serving  the  mainstream,  commercial  farmers  to  meet  their  needs  and  a  total  reforming  of  the 
program  is  needed.   Thank  you. 
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Mr.  Chairman  and  Members  of  the  Subcommittee,  I  am  Dr.  Joe  Cialone, 
testifying  today  on  behalf  of  the  Society  of  American  Florists.  We  appreciate  the 
opportunity  to  appear  before  you  to  discuss  our  industry's  role  in  U.S.  agriculture, 
and  the  importance  to  our  industry  of  federal  risk  management  programs  -- 
specifically,  the  Federal  Crop  Insurance  program  and  the  reforms  proposed  by 
H.R.  4217. 

By  way  of  background,  I  am  co-owner,  with  my  brother  Phil  Cialone,  of 
Tropical  Ornamentals,  a  family-owned  business  with  locations  in  Delray  Beach 
and  Boynton  Beach.  Florida.   We  have  owned  our  business  for  23  years,  growing 
foliage  plants,  both  in  shadehouses  and  in  greenhouses,  for  sale  to  wholesalers 
in  our  industry.   Ultimately,  our  plants  are  sold  primahly  to  commercial  interior 
landscapers,  retail  florists  and  markets,  for  use  in  homes,  offices,  and  other 
interior  settings.  Our  business  carries  Federal  crop  insurance  coverage;  this  will 
be  the  third  year  we  have  been  insured  under  the  program.   Prior  to  establishing 
Tropical  Ornamentals,  I  was  a  research  scientist  and  professor  at  Rutgers 
University,  in  New  Jersey,  so  my  entire  career  has  been  spent  in  agriculture,  in 
the  specialty  crops  industry. 

Floriculture  is  an  important  part  of  American  agriculture.  The  estimated  1993 
farm  gate  value  of  floriculture  and  environmental  horticulture  crops  together  - 
flowers,  plants  and  nursery  stock  combined  -  is  $9  billion,  ahead  of  all  other 
crops  grown  in  the  U.S.  except  corn  and  soybeans. 

Yet  U.S.  agriculture  policy  continues  to  ignore  this  industry,  and  its 
importance,   it  is  happening  again  today,  with  the  critical  subject  of  reforming  crop 
insurance.  We  appreciate  your  support  in  holding  today's  hearing,  because  it 
allows  our  voice  to  be  heard.  We  would  urge  Congress  to  consider  the  complete 
picture  facing  American  agriculture,  including  the  needs  of  specialty  crop 
producers,  before  passing  legislation  as  important  as  this  bill. 

We  commend  the  crop  insurance  reform  effort.   Unfortunately,  however,  H.R. 
4217,  although  it  makes  important  improvements,  once  again  falls  prey  to  the 
"row-crop  mentality"  which  has  always  characterized  crop  insurance.  It  does  noj 
address  the  needs  of  floriculture,  or  even  of  specialty  crops  in  general.  Our 
testimony  today  will  discuss  both  the  current  program  and  problems  for  our 
industry  with  the  proposed  reform  package. 

Our  testimony  today  will: 

First,  provide  a  basic  description  of  our  industry,  to  give  an  idea  of  the  role  of 
floriculture  in  American  agriculture  and  to  compare  it  with  traditional  row-crop 
agriculture; 

Second,  discuss  the  current  financial  risk  management  tools  available  to  our 
growers;  and 

Finally,  urge  that  the  reform  package  be  amended  to  encourage  increased 
flexibility  and  regionalization  by  the  Federal  crop  insurance  program,  to 
address  the  needs  of  specialty  crop  producers  and  of  agricultural  producers 
in  general. 
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Agriculture  is  more  susceptible  to  uncontrollable  risks  than  other  businesses, 
and,  for  that  reason,  the  government  is  recognized  as  having  an  appropriate  and 
necessary  role  in  helping  farmers  manage  financial  risk.  Any  successful  attempt 
to  reform  crop  insurance  and  eliminate  future  disaster  assistance  must  allow  for 
enough  flexibility,  regionalization,  and  sophistication  to  meet  the  risk  management 
needs  of  American  agriculture  as  a  whole.  The  program  must  be  flexible  enough 
to  encompass  specialty  crops,  as  well  as  the  row-crops.   A  system  thus  designed 
will  benefit  row-crop  farmers,  specialty  crop  farmers,  and  the  American  taxpayer. 
A  system  which  fails  to  address  the  entire  picture  will  only  fall  prey  once  again  to 
the  kinds  of  political  pressure  that  have  produced  ad  hoc  disaster  legislation  in 
the  past,  thus  failing  row-crop  agriculture,  as  well  as  specialty  crops. 

In  summary: 

The  crop  insurance  reform  proposal  will  only  succeed  if  supported  by  a 
sound  crop  insurance  system,  which  is  flexible  enough  to  meet  the 
needs  of  the  full  range  of  American  agriculture. 

The  current  crop  insurance  system  is  not  flexible  enough  to  meet  the 
needs  of  specialty  crop  producers,  who  comprise  an  important  part  of 
our  agricultural  system.  The  reform  proposal  does  not  encourage 
changes  to  meet  those  needs,  and,  in  fact,  in  some  ways  discourages 
them. 

Therefore,  the  reform  proposal  is  unlikely  to  succeed,  unless  modified. 

RcHe  of  Floricutture  in  American  Agriculture 

The  Society  of  American  Florists  (SAF)  is  the  only  national  trade  association 
representing  the  interests  of  the  entire  floriculture  industry.  The  floriculture 
industry  grows,  distributes  and  sells  cut  flowers  and  cut  foliage,  potted  flowering 
and  foliage  plants,  and  bedding  plants  to  the  American  public.  Our  membership 
includes  more  than  23,000  small  businesses  nationwide;  growers,  wholesalers, 
retailers,  suppliers,  educators,  and  related  organizations. 

Floriculture  is  a  very  important  part  of  U.S.  agriculture.  Growers  and  retailers 
are  usually  small  businesses,  often  family-owned.  USDA  statistics  show  more 
than  10,000  growers  in  the  U.S.,  plus  about  3,000  wholesalers  and  35,000  retail 
florists,  spread  throughout  every  Congressional  district  in  the  country  and 
employing  more  than  300,000  people.  More  than  43,000  acres  of  greenhouses, 
shadehouses  and  open  ground  are  currently  under  floricultural  production  in  the 
United  States. 

Floriculture  is  the  fastest  increasing  segment  of  agriculture,  growing  about  8 
percent  per  year  over  the  past  few  years.  This  part  of  agriculture  is  very 
capital-intensive,  requiring  higher  capital  investments  than  any  other  type  of 
agriculture.   It  costs  at  least  $175,000  per  acre  to  build  a  greenhouse,  and  costs 
can  run  to  as  much  as  $800,000  per  acre.   In  addition,  floriculture  is  very 
labor-intensive,  requiring  as  many  as  12  workers  per  acre. 
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The  floral  and  environmental  horticulture  industries  together  --  flowers,  plants 
and  nursery  stock  combined  --  represent  almost  1 1  percent  of  all  crop  agriculture 
in  this  country.  Combined  nursery  and  greenhouse  crop  production  now  rank  in 
the  top  five  agricultural  commodities  in  23  states,  and  in  the  top  ten  commodities 
in  42  states. 

As  you  can  plainly  see,  floriculture  is  a  major  player  in  U.S.  agriculture.   It  is 
becoming  a  more  important  part  of  the  total  U.S.  agriculture  picture  every  year. 
Yet  in  the  essential  area  of  assisting  farmers  with  nsk  management,  our  industry 
is  barely  recognized. 

What  is  the  difference  between  floriculture  and  enyironmerrtai  horticulture? 

Floriculture  and  environmental  horticulture  are  closely  related  industries,  and, 
in  fact,  both  are  often  referred  to  as  the  "nursery"  industry.  The  current  Federal 
Crop  Insurance  Corporation  (FCIC)  policy  is  the  "nursery  crop  policy,"  and  covers 
plants  grown  by  both  the  floriculture  and  the  environmental  horticulture 
industries.   (Note  that  the  current  FCIC  policy  does  qqI  cover  cut  flowers.) 

Floriculture  generally  refers  to  growing  cut  flowers  and  cut  foliage,  indoor 
foliage  plants  and  flowering  plants,  and  bedding  plants.   In  very  general  terms, 
environmental  horticulture  can  be  thought  of  as  growing  outdoor  trees  and 
shrubs.  While  the  two  industries  have  much  in  common,  and,  in  fact,  overlap  to  a 
certain  extent,  it  may  be  helpful  to  retain  this  rule-of-thumb  distinction.   In 
floriculture,  flowers  or  plants  can  usually  be  harvested  and  sold  several  times 
during  any  one  calendar  year.  Conversely,  plants  grown  in  the  environmental 
horticulture  industry  normally  require  more  than  one  year  to  get  ready  to  sell. 
These  are  important  distinctions  from  traditional  row-crop  agriculture.  And  both 
distinctions  --  either  harvesting  the  crop  several  times  in  one  year  or  requiring 
several  years  to  grow  one  crop  —  are  important  to  the  discussion  of  risk 
management  for  the  grower. 

Thus,  floriculture  generally  refers  to  the  production  of  flowers  and  plants  for 
indoor  or  patio  use  -  inside  a  home,  office,  museum,  restaurant,  airport,  etc.  or  in 
a  patio  area.  It  includes  the  growing  of  cut  flowers,  such  as  roses,  gladiolas, 
carnations,  daisies,  and  so  on,  as  well  as  cut  greens.  It  also  includes  plants  for 
indoor  use  ranging  from  ivy  to  Ficus  trees  to  Dieffenbachia  --  all  of  the  hundreds  of 
kinds  of  foliage  plants  that  we  are  used  to  seeing  in  our  daily  lives.  The  term 
"floriculture"  also  includes  potted  flowering  plants  --  like  Poinsettias,  African  violets, 
Easter  lilies,  chrysanthemums,  and  so  on.  And  it  can  also  be  used  to  include 
bedding  plants,  like  Impatiens,  geraniums,  and  other  plants  grown  in  your  garden 
or  yard. 

Clearly,  the  floriculture  industry  is  very,  very  diverse.  Growers  tend  to  be 
specialists.  A  grower  may  specialize  in  foliage  plants,  producing  from  a 
half-dozen  to  two  dozen  species  of  indoor  plants.   Or  a  grower  may  specialize  in 
cut  flowers  grown  either  in  shade  or  greenhouses,  or  outdoors  in  the  ground,  like 
roses,  gladiolas,  Cypsophilia  ("baby's  breath"),  carnations,  and  snapdragons.   Or  a 
grower  may  specialize  in  flowers  during  one  part  of  the  year  and  then,  when  it  is 
hotter  outside,  turn  to  foliage  plants  or  to  developing  new  breeds.  Another  may 
produce  spring  bulbs  and  Easter  lilies  in  the  spring,  then  move  to  Cloxmm  and 
Kalanchoe,  and  wind  up  the  year  with  Poinsettias.  Still  other  growers  may 
specialize  in  propagation.   Each  grower's  crops  are  carefully  planned,  depending 
upon  the  size  of  operations,  climate,  and  market  conditions. 
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The  diversity  increases  when  we  discuss  the  industry  as  it  exists  across  the 
United  States.   Plants  and  flowers  can  be  grown  in  containers  or  in  the  ground, 
but  obviously,  they  are  subject  to  weather,  even,  to  a  certain  extent,  when  grown 
in  a  greenhouse.   So  what  is  grown  depends  upon  the  "hardiness  zone"  in  which 
you  are  located  and/or  upon  your  willingness  to  invest  in  greenhouse  structures. 
Basically,  flowers  and  plants  are  produced  in  one  of  four  environments: 

--out  in  the  open,  in  fields,  just  like  cotton  or  wheat 

-in  shadehouses,  which  are  basically  just  a  piece  of  polypropylene  screening 

held  up  over  the  plants  -  the  screening  is  either  fine  mesh  or  coarser  mesh, 

depending  on  how  much  light  you  want  to  get  through.  Water  can  come 

through  it; 

-in  more  complex  shadehouses  which  can  be  covered  with  plastic  to  keep 

out  water  and  which  may  have  roll-down  plastic  sides  for  additional  protection; 

-in  glass  greenhouses,  which  of  course  are  completely  protected,  controlled 

indoor  environments. 

Risks  are  different  for  each  environment:  freeze,  frost,  water,  wind  damage, 
disease,  insects,  and  so  on.  Of  course,  the  growing  method  depends  on  the 
plants  you  are  growing  and  the  part  of  the  country  you  are  in.   Florida  growers 
tend  to  grow  a  lot  of  foliage  plants,  and  to  grow  them  in  shadehouses.  Some 
flowers  are  grown  in  fields,  as  well.   In  California,  you  may  see  more  flowers 
grown  in  the  open  fields.   Greenhouses,  of  course,  are  used  everywhere. 
Flowers  and  plants  are  grown  commercially  in  every  state  in  the  United  States, 
and  obviously,  in  many  of  those  states,  they  must  be  grown  in  a  greenhouse 
environment. 

Crop  Insurance  Currently  Available  to  the  Floficutture  Industry 

The  above  detail,  even  though  greatly  oversimplified,  gives  a  general  picture 
of  the  diversity  of  the  floriculture  industry.  The  important  point  for  today's  hearing 
is  that  the  risk  management  needs  of  growers  are  very  diverse,  as  well.  Not  only 
do  growers  have  the  usual  array  of  business  financial  characteristics,  allowing 
them  to  self-insure  or  requiring  them  to  buy  insurance.  Their  risk  also  depends 
upon  what  plants  they  specialize  in,  and  how  those  plants  are  produced. 
Unfortunately,  the  Federal  crop  insurance  program  generally  does  not  meet  that 
diversity. 

Basically,  there  are  two  ways  of  buying  crop  insurance  in  the  floriculture 
industry.  One  private  insurance  company,  specializing  in  our  industry,  sells, 
working  entirely  through  the  private  reinsurance  markets,  insurance  for  plants  and 
flowers  grown  in  greenhouses.  This  program  is  not  connected  with  the  Federal 
Crop  Insurance  program,  although  some  of  the  kinds  of  plants  insured  are  the 
same.  I  will  not  discuss  this  policy  today,  except  to  note  that  it  exists,  insuring  a 
necessarily  limited  market.  As  with  other  segments  of  agriculture,  the  private 
insurance  industry  simply  cannot  provide  the  range  of  protection  available  under  a 
program  supported  by  the  Federal  government. 
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The  other  possibility  for  obtaining  crop  insurance  is  through  the  Federal  crop 
insurance  program.  The  Federal  nursery  crop  insurance  policy  insures  o.niy 
container-grown  plants  --  plants  grown  in  standard  nursery  containers  of  specific 
sizes.   Flowers  (or  trees  or  shrubs)  grown  in  the  ground  are  not  insurable.   No 
coverage  is  provided  for  cut  flowers.   Furthermore,  the  Federal  policy  only  insures 
plants  according  to  the  list  it  publishes,  or  (beginning  with  the  1994  crop  year)  by 
a  written  "special  agreement."  So  only  if  you  are  growing  certain  plants  in  certain 
hardiness  zones,  and  otherwise  meet  the  requirements,  can  you  buy  Federal  crop 
insurance  to  cover  those  plants. 

Perhaps  the  most  important  drawback,  from  the  grower's  point  of  view,  of  the 
Federal  nursery  policy  is  that  it  covers  all  of  the  insurable  plants  (those  on  the  list) 
as  if  they  were  the  same  crop.   In  other  words,  it  is  as  if  a  row-crop  producer  were 
required  to  insure  corn  and  soybeans  under  the  same  policy,  offsetting  losses  in 
one  crop  with  production  from  another. 

As  previously  mentioned,  floricufture  and  environmental  horticulture  crops 
now  rank  in  the  top  five  agricultural  commodities  in  23  states,  and  in  the  top  ten 
commodities  in  42  states.  Yet  FCIC's  nursery  crop  policy,  although  available 
nationwide,  in  practice  is  sold  almost  nowhere  except  in  Florida). 

The  Federal  Crop  Insurance  Corporation's  (FCIC)  Regional  Service  Office 
covering  Florida  is  to  be  highly  commended  for  its  efforts  to  work  with  growers  in 
Florida  to  amend  the  current  FCIC  crop  insurance  policy  to  meet  our  needs. 
Following  Hurricane  Andrew,  FCIC's  Regional  Office  and  the  insurance  industry 
have  done  a  superlative  job  of  working  with  growers  to  try  to  revise  the  nursery 
crop  policy.  We  understand  that  FCIC  hopes  to  issue  a  revised  nursery  crop 
policy  for  1996,  and  we  commend  and  encourage  the  efforts  of  FCIC's  regional 
office  and  the  insurance  industry  in  helping  to  achieve  that  goal. 

That  praise  of  one  regional  FCIC  office  is  not  to  denigrate  other  FCIC  or 
industry  regional  offices  around  the  country.  The  California  and  Mississippi  FCIC 
offices  and  the  insurance  industry,  for  example,  have  made  efforts  to  work  with 
growers  to  increase  interest  in  the  program.   However,  the  lack  of  interest  in 
FCIC's  nursery  crop  policy  must  be  attributed  in  large  part  to  failings  of  the  crop 
insurance  program  itself.  The  program  is  simply  not  designed  to  accommodate 
specialty  crops.   Even  the  proposed  revisions  will  not  solve  several  of  the  major 
problems,  discussed  below. 

FCIC's  nursery  crop  policy  is  a  standard  policy,  available  nationwide.  Given 
the  diversity  of  our  industry,  there  are  likely  to  be  problems  with  a  standard, 
nationwide  policy.  What  works  well  in  Florida  may  not  work  in  California,  or 
Hawaii,  or  Iowa.  But  apparently  there  is  little  latitude  within  the  central, 
policymaking  structure  of  the  crop  insurance  system  to  quickly  and  effectively  add 
new  crop  or  county  programs,  much  less  to  address  the  diverse  and  complex 
issues  raised  by  specialty  crops.  We  fail  to  understand  why  this  risk  management 
tool  cannot  be  more  readily  adapted  to  meet  the  needs  of  specialty  crop  growers, 
who  are  a  important  part  of  the  total  economic  picture  in  U.S.  agriculture.  Our 
growers  need  crop  insurance  as  a  risk  management  tool.   Better  crop  insurance 
coverage  could  improve  our  position  with  banks  and  other  lenders.  Yet  the 
proposed  reform  package,  once  again,  appears  to  be  designed  for  row  crop, 
food-and-fiber  agriculture. 
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A  hypothetical  situation  detailing  how  crop  insurance  works  for  a  floriculture 
grower  is  presented  in  Appendix  A.   In  summary,  however,  for  a  floriculture 
grower  purchasing  crop  insurance: 

•  All  insured  crops  must  be  grown  in  containers.  Flowers  or  plants  grown 
outdoors  in  a  field  are  not  insurable.  A  plant  which  may  be  growing 
outside,  today,  is  not  insurable  --  yet  when  it  is  transplanted  into  a 
container,  it  becomes  insured.   (We  note  and  commend  the  work  of 
FCIC's  regional  office  covering  the  Florida  region  toward  initiating 
efforts  to  work  on  a  new  policy  covering  field-grown  crops.  However, 
any  such  policy  has  a  difficult  road  through  the  centralized  FCIC 
system.) 

•  Only  those  plants  listed  on  FCIC's  "Master  List"  (or  which  are 
specifically  agreed  to  by  special  agreement)  are  insurable.  If  a  grower 
insures  any  of  his  insurable  plants  within  a  five-mile  radius  (and  within 
the  same  county),  he  must  insure  all  of  his  insurable  plants  in  that 
radius,  and  they  are  counted  as  one  "unit."  This  situation  is  roughly 
analogous  to  requiring  a  row-crop  farmer  to  insure  corn,  soybeans  and 
wheat  all  under  the  same  policy  and  the  same  deductible,  as  if  they 
were  one  crop. 

Because  all  insurable  plants,  no  matter  what  species,  are  usually 
included  within  one  unit,  and  because  of  the  other  restrictions  of  the 
policy,  the  grower  cannot  rely  on  crop  insurance  as  a  very  sophisticated 
risk  management  tool.  Losses  in  one  crop  are  usually  offset  by 
production  in  another,  for  example.  A  grower  cannot  insure  his 
chrysanthemums  separately,  no  matter  what  premium  he  may  be  willing 
to  pay.  This  one  restriction  is  perhaps  the  most  important  drawback 
from  a  grower's  point  of  view. 

The  policy  is  a  year-long  policy,  which  does  not  recognize  either  the 
seasonal  nature  of  the  crop  or  the  fact  that  harvest  may  occur  either 
several  times  a  year  (for  most  floriculture  crops)  or  only  once  in  several 
years  (for  most  environmental  horticulture  crops). 

The  combination  of  these  factors,  and  in  particular  the  relatively  high 
"deductible,"  which  results  from  combining  all  of  the  plants,  no  matter  how 
diverse,  into  one  crop  insurance  unit,  tends  to  lead  growers  to  perceive  the  policy 
as  being  uneconomic.  The  policy  simply  does  not  reflect  the  world  of  our  industry. 

The  diverse  needs  of  our  growers  create  insurance  needs  which  differ  from 
those  of  a  farmer  who  can  produce  only  one  or  two  crops  on  any  given  acre  in  a 
aiven  year.  Growers  might  be  more  willing  to  pay  higher  premiums,  for  example, 
K)r  more  limited-risk  policies,  if  FCIC  or  the  insurance  industry  created  a  climate 
making  that  course  possible. 

The  bottom  line  is  that,  under  the  current  crop  insurance  policy,  given  the 
premium  the  floriculture  grower  is  paying,  he  is  really  buying  disaster  insurance, 
in  that  he  is  protecting  himself  against  a  major  disaster,  like  a  hurricane,  but  must 
self-insure  against  smaller  losses.  It  is  a  usable  policy,  but  it  needs  improvement. 
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Crop  Insurance  Reform 

The  concept  of  insurance  mandates  that  the  pool  of  insureds  must  be  large 
enough  and  diverse  enough  to  spread  the  risk.  Thus,  the  concept  of  increasing 
oarticioation  in  the  U.S.  by  requiring  ah  producers  to  purchase  insurance,  as 
pfopS  by  H.R.  421 7,  \s  a  good  one.   However,  growers  in  our  industry  are  not 
aoinq  to  benefit  appreciably  from  the  reform  package  as  currently  proposed.  In 
fact  mey  are  excluded  from  parts  of  it.   Nor  is  the  risk  pool  more  likely  to  benefit 
from  increased  participation  by  our  growers  as  a  result  of  the  reform  package. 

In  summary,  the  current  reform  package  envisions: 

1       Increasing  nationwide  participation  in  the  crop  insurance  program  and 
■     eliminating  the  need  for  adJloe  disaster  assistance,  by  requiring  that  al 
farmers  who  participate  in  government  farm  programs  buy,  at  a  minimum, 
Atrophic  risk  protection,"  for  a  minimum  fee  ($50  per  crop  Per  county 
not  to  exceed  $100  per  producer  per  county).  This  new  plan  would  provide 
coverage  approximately  equivalent  to  the  amounts  paid  under  historic 
disaster  programs,  and  would  be  available  only  for  crops  on  which  crop 
insurance  policies  are  written. 

.         The  concept  is  good.  However,  the  problems  for  those  specialty  crop 
growers  who  can  participate  in  this  program  (because  a.Fede^a' ^^op 
insurance  policy  already  exists  covering  their  crop)  are  likely  to  be 
similar  to  or  worse  than  those  faced  by  growers  who  attempted  to 
obtain  disaster  assistance  from  ASCS  under  previous  disaster 
Sslatk^n.  What  plants  are  covered?   For  what  value?  We  wou^ 
suggest  that  H.R.  4217,  as  written,  will  be  e^^^^^^'V  ^iflicu  ,  .  not 
impossible,  to  administer,  so  that  our  industry  will  be  left  out  of  this 
insurance. 


2. 


Continuation  and  expansion  of  the  current  program,  in  that  P[.oducers  can 
ii^crease  their  coverage  by  buying  traditional  crop  insurance  coverage,  in 
general,  up  to  a  maximum  of  85%  coverage. 

The  current  program  is  continued,  still  without  reference  to  the  need  to 
make  that  program  more  flexible  and  ^^^ponsive  to  the  varymg  needs  of 
all  growers  (including  specialty  crop  growers)  across  the  a S.  No 
encouraqement  or  incentives  are  provided  to  FCIC  or  the  nausTi^  lor 
work^n  addressing  niche  markets,  devising  limited-nsk  Pol'cies.  etc. 
sSrelv  a  p?oqram  can  be  devised  with  the  sophistica^on  adequate  o 
address  planTs  on  a  species-by-species  basis,  or  at  the  very  least  to 
g?oup  spedes  according  to  risk.  Grapes,  for  example,  are  insured  by 
vahety  under  the  current  program. 

For  those  crops  for  which  no  crop  insurance  Po'-^'^^.^f//^^"  l^^^iPSyJlts 
fi<;tablished  whereby  a  producer  can  collect  payments  if  the  aim_yi|!5 jans 
bl  ow  65%  ^  norrSal  and  the  producer  is  able  to  harvest  '^ss  than  50%  of 
?ha?exDected  area  yield"  H.R  421 7  states  that  crops  covered  under  this 
prograSi  fncTud'e  "all  commercial  crops  and  commodities  for  w  ;ch 
catastrophic  risk  protection  coverage  is  not  available  and  that  are  producea 
^godbLlMr  on  a  commercial  basis..."  (Emphasis  added.) 

.         Our  growers  would  be  forever  foreclosed  by  this  legislation  from 

partidpating  in  this  program,  since  '°;'c,V'^^:f '^ jSe?"  Sops  a 
I.Kit  as  imoortantlv  by  referring  only  to  food  and  fiber  crops  a 
nrlcedem^?  set  gnohng  a  major  part  of  the  economic  agricultural 
CommurSy    As  a^member  of  the  agriculture  community,  we  strongly 
object  to  this  kind  of  exclusipg. 
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4.       Current  legal  authorities  for  disaster  legislation  are  repealed. 

The  underlying  theory  is  good.   Having  two  separate  systems  with  the 
same  goal  (a  crop  insurance  program  and  disaster  legislation)  doesn't 
work.   However,  if  the  new  crop  insurance  program  fails  to  address 
producers'  needs,  it  is  inevitable  that,  with  the  first  major  disaster, 
political  pressure  will  build  to  enact  disaster  legislation  which,  in  turn, 
will  undermine  the  crop  insurance  program.   We  cannot  support 
enactment  of  legislation  which  does  not  recognize  and  begin  to  build  a 
program  for  insuring  specialty  crops. 

Finally,  throughout  the  proposed  legislation,  specific  language  is  used  which 
requires  considerable  interpretation  in  order  to  encompass  specialty  crops.  Gross 
revenue  limitations  may  exclude  producers  of  high-value  crops,  even  though  their 
risk  management  needs  are  equivalent  to  those  of  other  producers.  While  we  do 
not  recommend  micromanaging  the  crop  insurance  program  through  legislation, 
we  would  suggest  that  this  legislation  should  make  it  clear  that  the  Federal  crop 
insurance  program  is  intended  to  address  specialty  crops,  as  well  as  traditional 
row  crop  agriculture.  Further  clarification  is  required  to  accomplish  this  goal. 

Conclusion 

In  conclusion,  once  again,  we  commend  the  effort  to  achieve  crop  insurance 
reform.   Many  improvements  are  suggested  in  H.R.  4217,  which  should  result  in  a 
stronger  and  better  program  of  risk  management  assistance  to  American 
agriculture. 

However,  we  would  urge  that  the  Congress  take  specific  action  to  ensure  that 
any  crop  insurance  reform  address,  and  not  foreclose,  the  needs  of  the  specialty 
crops.  Crop  insurance  for  all  agricultural  producers  should  be  strengthened  by 
increased  participation.  That  increased  participation  must  include  specialty  crop 
producers,  as  well. 


(Attachments  follow:") 
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APPENDIX  A 
Hypothetical  Exampte 

If  a  grower  decides  (or  if  his  banker  requires  him)  to  purchase  crop  insurance 
on  his  plants,  he  must,  first  of  all,  purchase  the  policy  by  September  30  of  the 
preceding  crop  year.   He  would  then  go  to  his  agent  and  submit  an  annual  crop 
report  by  September  30.   It  is  worth  noting  here  that,  for  nursery  crops  and  only 
for  nursery  crops,  the  entire  premium  is  due  and  payable  by  September  30,  when 
the  insurance  attaches.   (For  all  other  crops  insured  by  FCIC,  growers  are 
allowed  to  pay  the  premium  after  harvest,  even  though  technically  it  becomes  due 
at  the  time  the  farmer  signs  up  for  insurance.)  Although  the  prepayment  of 
premium  requirement  has  been  modified  in  recent  years  in  south  Florida,  the 
change  has  yet  to  become  a  permanent  part  of  the  Federal  nursery  crop  policy. 

The  grower  must  provide  a  list  covering  his  projected  inventory  for  the  next 
12  months.  The  agent  then  works  with  the  grower  to  check  every  plant  species 
on  that  inventory  against  FCIC's  master  list,  a  56-page  list,  revised  yearly,  of  the 
specific  plants  FCIC  will  insure  and  what  specific  winter  protection  (mist  irrigation, 
heaters,  plastic  film-covered  shadehouses,  etc.)  which  may  apply.   (To  illustrate, 
several  pages  from  this  master  list  are  included  in  this  testimony  as  Appendix  B.) 
(A  grower  may,  by  "special  agreement"  insure  crops  not  on  the  list,  but  approvals 
by  a  horticultural  expert  of  growing  and  conditions  are  required  so  that  FCIC  can 
set  premium  rates,  etc.) 

Having  compiled  the  list  of  eligible  plants,  the  grower  must  then: 

-compute  the  total  market  value  (wholesale  price)  for  each  type  of  plant 

-divide  by  the  average  number  of  months  in  the  crop  year  for  that  plant 

-add  all  of  the  resulting  average  monthly  market  values  for  each  type  of 

plant  to  get  the  total  yearly  average 

-multiply  that  total  by  90  percent  to  arrive  at  the  "field  market  value" 

-multiply  the  field  market  value  times  the  desired  coverage  level  (50%,  65% 

or  75%) 

-multiply  by  the  premium  rate  from  FCIC's  actuarial  table  to  arrive  at  the  total 

premium 

The  premium  varies  from  about  2  percent  to  about  5  percent,  depending  upon  the 
hardiness  zone  in  which  the  nursery  is  located. 

The  grower  must  insure  all  of  his  eligible  plants  -  e.g.,  if,  within  a  five-mile  radius 
within  a  county,  he  grows  any  plants  which  are  on  the  list,  all  the  plants  which  he 
grows  and  which  are  on  the  list  must  be  insured.   In  addition,  all  of  his  nursery 
operations  within  a  five-mile  radius  count  as  one  "unit"  for  purposes  of 
computation  of  a  loss. 

The  policy  does  not  go  into  effect  until  the  nursery  has  been  inspected  and 
approved  by  the  insurance  company  (or  FCIC). 
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Following  through  on  this  example,  then,  say  that: 

A  grower's  eligible  list  for  his  nursery  totals  $1  million  in  plants,  and  he 
wants  to  insure  those  plants  at  the  65%  level 

He  would  multiply  $1  million  by  90%  to  arrive  at  the  insurable  value  of 
$900,000 

Then  multiply  $900,000  times  65%  =  $585,000  of  insurance 

•  Thus, 

$1,000,000  insurable  plants 

less    $100,000  10%  "market  cost"  deduction 

less    $315,000  35%  "deductible" 

equals  $585,000  of  insurance  on  $1,000,000  worth  of  plants 

•  Multiply  $585,000  times  the  premium  rate  for  his  location  --  for 
purposes  of  this  hypothetical,  assume  he  is  a  south  Florida  grower 
located  in  Zone  10b,  who  wishes  to  insure  against  frost  and/or  freeze 
and  who  provides  acceptable  overwinterization  protection  for  those 
crops  requiring  it.  Assume  a  premium  rate  of  3.1%,  including  the 
federal  subsidy. 

$585,000  times  3.1%  -  $18,135  premium. 

•  Now  assume  that,  during  October,  this  grower  loses  all  of  his  ficus 
plants  due  to  a  heavy  rain.   His  other  plants  and  flowers,  though,  aren't 
hurt  --  either  they  weren't  susceptible  to  water  damage  or  they  aren't 
even  planted  yet.   Say  that  his  ficus  plants  are  valued  on  his  inventory 
at  $100,000.   He  can  file  a  claim,  but  because  his  "deductible"  is 
$315,000,  he  hasn't  incurred  enough  loss  to  collect  any  dollars  on  the 
policy. 

•  Further  assume  that  in  March,  he  loses  some  of  his  roses  to  disease, 
for  a  loss  of  another  $400,000.   However,  roses  are  not  coverable 
under  the  policy,  so  this  loss  is  also  uncollectible. 

•  Then  assume  that  he  is  having  an  unusually  bad  year,  and  in 
September,  loses  all  of  his  palms,  for  a  loss  of  another  $100,000.   His 
total  losses  for  the  year  are  $600,000  --  but  he  won't  collect,  because 
$400,000  of  losses  aren't  covered,  and  the  other  $200,000  fall  under 
the  "deductible." 

It  is  important  to  remember  that  the  "deductible"  is  annual  and  includes 
all  insured  plants  --  so  if  a  grower  loses  all  of  his  chrysanthemums  but 
still  produces  enough  of  another  plant  to  reach  the  65%  level,  he  will 
not  collect  any  indemnity. 

•  He  can,  in  the  meantime,  have  replaced  all  of  his  ficus  and  roses,  at  his 
own  expense,  have  reported  that  new  inventory  to  his  agent,  and  have 
it  added  to  his  policy.   And  it  is  important  to  remember  that  his  federal 
policy  covers  disease  and  freeze,  which  aren't  covered  by  any  private 
insurance.   In  addition,  since  he  is  growing  under  a  shadehouse  and 
not  in  a  greenhouse,  he  couldn't  buy  private  insurance  anyway. 

•  The  bottom  line  with  the  nursery  policy  is  that  the  grower  can  insure 
against  potential  disaster,  but  the  policy  is  not  flexible  enough,  at 
present,  to  provide  him  with  workable  crop  insurance. 
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APPENDIX  B 

Included  in  Appendix  B  are: 

A  copy  of  FCIC's  1994  Crop  Year  rate  table,  showing  rates  for  nursery 
crops  covered  by  Federal  crop  insurance. 

Sample  pages  from  FCIC's  master  list  of  insurable  plants. 
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FCI-35 
06/01/93 


CODKTY  COVERAGE  AiO)  RATE  TABLE 
1994  CROP  YEAR 


ST: 


ALL  STATES* 

•EXCEPT  ALASKA  £  HAWAII 


CO:   ALL  COUNTIES 


PAGE  1 


CROP:  NURSERY  (056) 


CLASSIFICATION 
(TERRITORY  AND 
RISK  GROUP) 


SUBSIDIZED  PREMIUM  RATE 


WITH  HAIL 
AND  FIRE 
PROTECTION 
(PERCENT) 


WITHOUT  HAIL 

AND  FIRE 

PROTECTION 

(PERCENT) 


BASE 

PREMIUM 

RATE 

(PERCENT) 


MAX  REDUCTION 
FOR  EXCLUDING 
HAIL  AND  FIRE 
PROTECTION 
(PERCENT) 


TYPE: (097)  NO  TYPE  SPECIFIED 


PRACTICE:  (997)  NO  PRACTICE  SPECIFIED 


OlA 
OIB 
02A 
02B 
03A 
03B 
03C 


COVERAGE  LEVEL  1  (50\) 

0-7  0.5 

1-1  0.8 

1-0  0.7 

!•■»  1.1 

1-7  1.4 

2-6  2.2 

1-7  1.4 


1.0  0.3 

1.5  0.4 

1.4  0.4 

2.0  0.4 

2.4  0.4 

3.7  0.6 

2.4  0.4 


OlA 
OIB 
02A 
02B 
03A 
03B 
03C 


COVERAGE  LEVEL  2  (65%) 

0.8  0.6 

1.2  0.9 

1.1  0.8 

1-7  1.4 

2.0  1.8 

3.1  2.6 
2.0  1.8 


1.2 
1.7 
1.6 
2.4 
2.9 
4.4 
2.9 


OlA. 
OIB 
02A 
02B 
03A 
03B 
03C 


COVERAGE  LEVEL  3  (75%) 

1-2  0.9  1.5 

1-8  1.4  2.2 

1-7  1.4  2.1 

2-5  2.1  3.1 

2-9  2.5  3.7 

^•5  3.8  5.6 

2-9  2.5  3.7 


0.4 

0.4 
0.4 
0.5 
0.6 
0.8 
0.6 
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PACE  2 


COONTY  COVERAGE  AND  RATE  TABLE 
1994  CROP  YEAR 


ST: 


ALL  STATES* 
•EXCEPT  ALASKA  t    HAWAII 


AI^   COUNTIES 


CROP:    mmSERY(056) 


TERRITORY 

TERRITORY  01  -  HardinesB  Zones 

1  -  6 
TERRITORY  02  -  H2irdiiies»  Zones 

7-8 
TERRITORY  03  -  HardinesB  Zones 

9-10 


RISK  GROUP 
RISK  GROUP  A  -   Those  Nurseries  Which: 

1)  Follow  scendaxd  growing  praccices; 

2)  Provide  accepcable  overwinCerization 
protection  for  both  'Mandatory*  and 
■Raconimended*  crops. 

RISK  GROUT  B  -  Those  Nurseries  Wbich: 
1)  Follow  standard  growing  practices, 
and  2)  Provide  acceptable  overwinter - 
zation  protection  for  crops  where  such 
protection  is  designated  as  'Mamdatory.  ■ 


See  the  U.S.D.A.  Hardiness 
Map  contained  in  the  Actuarial 
Docments  Book  for  description 
of  Hardiness  Zones. 


RISK  GROUP  C  -  Those  Nurseries  which:  1) 

Follow  standard  growing  practices;  2) 

The  perils  of  frost  and/or  freeze  are 

excluded  as  an  insured  cause  of  loss. 

The  •llbiblllty  for  'Risk  Group  C"  is 

Halted  to  Territory  03  of  Hardiness 

Zones  9  and  10.   This  classification  does  not 

contain  over  wlnterlzatlon  protection  and  does  not 

provide  frost/freeze  coverage. 

To  exclude  hall  and  fire  protection,  tbe  substitute  amount  of  protection  anist  be  equal 
to  or  greater  than  that  provided  under  Cba  all  risk  policy.   The  base   premlua  rate 
shall  be  reduced  by  the  lesser  of  (a)  tbe  reduction  as  shown  In  the  table  or  (b)  the 
premium  rate  paid  to  another  source. 

Level  1  and  2   preo^.um  rates  are  subsidized  30  percent.  Level  3  premium  rates  20.2 
percent.  -     .- 

The  USDA  Plant  Hardiness  Zone  Map  In  effect  for  Florida  for  the  1994  crop  year  will  be 
*USDA-ARS*  Miscellaneous  Publication  i    814,  Revised  1965*. 


APPROVED:   ACTOARIAL  DIVISION  06/01/93 


no 

NURSERY  CROP  INSURANCE 
EXPLANATORY  INFORMATION 


Acceptable  Hardiness  Zones  for  Growing 

a.  If  a  single  zone  is  shown,  the  variety  may  be  grown  in  that 
zone  or  any  higher  numbered  zone.   Example:   Zone  5  shown, 
variety  can  be  grown  in  Zones  6  through  11  if  a  dash  (-)  is  not 
entered  in  the  "Suggested  Storage"  columns. 

b.  If  a  zone  range  is  shown,  the  variety  is  hardy  only  within  that 
range  of  zones. 


Ill 
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SCIENTIFIC  NAME 


CONTAINER  OROWN  UUTOSCAPB  PLANTS 


COHMOH  NAME 


SK   HZ 
2/   3/ 


SDGGESTED  STORAOE 
IN  ZONES  \J_ 
7        9«    9b   10*   lOB   11 


Ch»maocyp»ri»  pl»lf»r« 

Chamaecypsris  thyoidaa 

Chunaadorea 
'Florida  Hybrid' 

Chainaodorea  cataraccarum 

Chajnaedoraa  alagans 

Chainaedoraa  arusipana 

Cbamaadorsa  aaifrlxil 

Chamaropa  humilis 

Chaamanthium  latifolinm 

Cbionantbua  virgiaicua 

Chloropby tum  coanoaua 
'Vittatum' 

Cbloropbytua  comoaum  - 
Other  cultivara 

Cbryaalidocarpua  lutaacana 

Chrysantbaaum  coccinaum 

Chrysantbeinuin  nipponicum 
Chryaantihainxun  partbanium 
ChrysantbamuA  x  morifoliun 
ChryaanChamum  x  auperbum 
ChryaobalanuB  icaco 
Chryeopogon  nutans 


Sawara  Falaacypraaa 

tlbltacadar  Falaacypraaa 

Florida  Bj^rid  Bamboo 
Pain 

Chamaadoraa  Palm 

Parlor  Falja 

BajDboo  Pala 

Raad  Pala 

Europaan  Fan  Palm 

Mortham  Saa  Oata 

Fringa  Traa 

Hbita-atripad  Spider 
Plant 


Wl 

3-9 

■     Wl   3-8 

F 

10-11 

H2 

10-11 

P 

10-11 

F 

10-11 

F 

10-11 

F 

9B-11 

H 

s-a 

Wl 

3-9 

F 

10-11 

10-11 


Araca  Palm 

F 

10-11 

Painted  Daiay, 
Pyretbrum 

H 

4-8 

Nippon  Daiay 

H 

4-8 

Feverfew 

H 

4-8 

Hardy  Cbryaanthamum 

H 

S-11 

Sbaata  Daiay 

H 

4-9B 

Cocoplum 

H3 

10-11 

Goldbeard  Grass 

H 

6-8 

R      R      n      n  -.  ..  _ 

R      R 

M  R  U 

--      ......  if  n  jj 

M  R  0 

--      ......  n  H  CT 

- --  M  R  n 

------     M  R  D  n 

R  R  --        -- 

R        R        O        O  -.  .-  _ 

--         ......  H  R  JJ 

--    ......  a  R  xj 

R  R  O 

R  R  -.        -. 

R        R         --       -- 

R        R         

R      R      M      R  n  n  u 

R        R        R        U  --  .-  . 

.-     ------  R  D  n 

R         R         


14 
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1/   Defined  in  the  USDA  Plant  Hardiness  Zone  Map,  Miscellaneous 
Publication  No.  1475, 
USDA  Agxicultural  Research  Service. 

2.1      storage  Key  for  eligible  plants. 

Wl  -  Refer  to  Woody  Part  1  Storage  Key 
W2  -  Refer  to  Woody  Part  2  Storage  Key 
F   -  Refer  to  Foliage  Storage  Key 
H   -  Refer  to  Herbaceous  Storage  Key 

3./  Hardiness  Zone. 
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Foliage  (F)  Storage  Key 

Not  grown  due  to  cold  hardiness  llaiitatlons  and  practicality  of 

protection  required  or  not  grown  due  to  high  temperature  toleremce 
limitations . 

M  -    Mandatory.   Plants  to  be  stored  in  a  green  house,  covered  with 
glass  or  plastic  film,  equipped  with  irrigation  and  a  heating 
system.   The  storage  temperature  should  be  established  to  prevent 
low  tempera t\ire  damage  to  the  species  being  produced. 

R  -    Recommended.   Plants  to  be  stored  in  a  shadehouse  lined  with 
plastic  film  during  the  cold  season  and  equipped  with  heaters 
and/or  irrigation  mist  nozzles  under  benches  and  over  roadways. 

U  -   No  winter  protection  needed. 
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APPENDIX  C 

Floriculture  and  environmental  horticulture  statistics. 
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SOCIETY  OF  AMERICAN  FLORISTS 


1601  Duke  Street 
Alexandna,  VA  22314 


1987  Nurwry  and  GrwnhouM  Crops  SaKs  -  Th.  1987  C.nsus  of  Aor.ci,lh.r.                                          "H 

Total  Nursery  and  Greennouse 
Crops  as  a. 

Nursery  and  Greenhouse  Crops  exceed  me  sales  of  mese 
crops  in  tfiB  state' 

Siaie 

Tola/  Ftonculture 

Total  Nursery  and 
Greannouse  Crops 

Percent  of  Crop 
Agnculttjre 

Percent  of  Total 
Agncultvjre 

$t  OOOs 

JI.OOO'S 

% 

% 

Aiaaafna 

33.28* 

103.596 

20,8 

54 

Com.  wytMww.  MtiMt.  totecco.  Iwy  rt  itu*«.  -^  ^tgti^am 

Ajaska 

4,763 

5.549 

51  5 

309 

Ai  omar  cram  aju'Uimi- 

Aruona 

15,592 

61,053 

68 

37 

«i  gnn  (com  loyCiMna.  Mymm.  om,  ac  |  cartma 

Aft<ansas 

6  220 

13.288 

1  1 

04 

Cam.  iltnjti. 

California 

689,999 

1.412.814 

152 

10  1 

Coloraoo 

5t,094 

87.392 

11  2 

28 

Soyli«»».  ■■  v«gMtM>  n  nun. 

Conneclicul 

35,450 

118.353 

71  9 

33  1 

*i  ocw  crops  ajmWfud 

Oeiawara 

4.873 

13,488 

140 

30 

wtia«.  bttWy  om*.  tf  fnju. 

Fionaa 

474.179 

823,183 

24  8 

189 

Gaorga 

35.364 

94.639 

94 

34 

Com:  yintm.  aoytaua.  ccoon;  Iwy  ■■  xgwMs.  a  Irutt 

Hawai 

47.308 

56,527 

113 

93 

Idaho 

5,598 

24,819 

23 

1  1 

Com;  aovUMTS,  cmu.  t»  rruia 

Illinois 

51.817 

160.645 

39 

25 

WtwC  nay  m  vvgMaUM.  M  Inju. 

Indiana 

34  639 

65,774 

3  1 

1  6 

whM:  lolaixo.  lav:  t  xgaacta,  «  tnja. 

Iowa 

21,241 

38,241 

10 

04 

WXhc  oaa.  tf  vomutm.  a  lr<jti. 

Kansas 

17,338 

26,805 

1  6 

04 

evwr  om.  a  vagauHa,  n  nju 

Kaniucky 

13,648 

27,397 

3.1 

1  3 

M  iivgamfl*  and  a  tnju  camurml 

Louisiana 

12.055 

31,817 

3  4 

24 

Maine 

7.642 

11.582 

73 

29 

Mar/lancl 

28.667 

63.869 

252 

65 

Com;  NtwH.  wytMans.  oaflwf.  0««.  lotMCOO;  hBy.  rt  vM«uaa>  a 
ItlJtt. 

Massacnusans 

54.527 

80,887 

37  5 

238 

M  yains  conttmi.  utbrnxa.  hay.  M  ytqaMNi 

Micfuoan 

111.844 

215.912 

170 

85 

wtaK  anuais.  tamy  an:  Ivy  a  »in«iuii.  a  luta. 

Minnesota 

31.969 

57,968 

23 

10 

On.  amtt 

Mississippi 

10.231 

17,146 

19 

09 

Missoun 

33.435 

57,518 

39 

16 

Omb.  codKxo,  M  vvgmUM  ard  ai  (nib  cwtawa 

Moniana 

4.163 

7.377 

12 

05 

Nebraska 

3.809 

9.545 

04 

01 

Nevaoa 

- 

2.511 

33 

1  0 

a«1^.  ■■  tnM». 

New  Hampsnire 

8.223 

18,410 

521 

172 

M  arm  anm  uxmwu 

New  Jersey 

68.995 

152.762 

412 

MS 

New  MeiKO 

9.661 

21,529 

82 

2.0 

Conv  wft— .  lor^uTi.  OMl«y 

New  York 

97,394 

168,242 

240 

89 

Norm  Carohr^ 

63.330 

113,817 

79 

32 

'**"4f  Mrgriwn.  Dartay.  oata.  cxjoon,  a*    agalal^aa  am  M  Iruu 

Norm  Dakota 

2.966 

4.490 

03 

02 

Sor^ajn;  al  ingaaiaaa  am  al  iruu  cotraanad 

Ohio 

115.878 

209,031 

119 

6  1 

Oklanorna 

14.282 

61,822 

101 

23 

Oregon 

41,162 

205,723 

196 

11  1 

PennsyNania 

100.325 

398,115 

482 

12  9 

Rhooe  Island 

2.375 

20,786 

77  9 

55,0 

41  ochar  agnciinn  comcwwa 

Souin  Carolina 

16.306 

55,990 

124 

64 

lr\aia 

Soum  Dakota 

5.487 

7,875 

09 

03 

Tennossae 

23.073 

108.772 

155 

67 

Com:  M<aac  mnvtMK  tanay.  oala  lay.  al  vagauuaa  am  a  fiuu 
comcaatf. 

Texas 

114.429 

239,235 

8  1 

23 

w^aK  aovtaMa.  bwiav:  (an.  ray  ai  rnau 

Utah 

9236 

24,484 

188 

40 

Vermont 

3.229 

4,983 

19  8 

1  3 

Virginia 

25.964 

72,233 

155 

45 

Com:    flaw  nytaara.  tartvy  oaaa 

Wasnington 

47  958 

119,315 

7  1 

4  1 

Com  Qailay 

West  Virginia 

6899 

9939 

202 

37 

Wisconsin 

34  228 

65.793 

70 

1  3 

Whaa:  aovHaana,  cartay  oala^  lotaoco 

Wyoming 

739 

1,575 

1  3 

02 

44  xagauCiaa  am  a«  Inito  conaaad 

U    S   Total                             2,663  852  | 

5.574,391 

95 

4  1 

Whaat:  ia»vi»an.  Dwiay  oala,  ctaton  tocaaaj,  rar  Ml  -agauaaa 

'Does  rM3i  inciuda  iiveaioc*  agncurture. 
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1«87  Nuraary  and  GrMnhouaa  Cropa  SalM  -  Th*  1M7  C«nau*  o<  Agrlcutture                                                            1 

Cropa  aa  a 

Sim 

Cut  FtoMnanaCui 
Ronsi  Graans 

Ptanta 

Fouga  Plana 

Badilng/Garaan 
Plana 

Tow  FtanoAxa 

Qraantiouaa  Oopa          A^noA^a 

AgnoJb^i 

St  0CO9 

St  000  I 

jioooi 

tt  OOOl 

ii.OOO'a 

JtOOO-a                       * 

% 

*MDar\a 

S96 

14.871 

4391 

13418 

33.264                          103.596                         20  8 

54 

M*9U 

- 

277 

172 

4314 

4  783                             5  549                         51  5 

X9 

An2on« 

77 

556 

7,488 

7491 

15,582                           91.063 

68 

37 

Arkansas 

2S7 

1,517 

1.214 

3232 

6.220 

13,288 

1  1 

04 

CaJ'tofTiia 

291,5?6 

117,930 

126  584 

151,898 

689  989 

1  412.814 

152 

10  1 

Co«yaoo               1 

a  337 

6.324 

4671 

16.762 

51.094 

87.393 

It  2 

28 

ConneCTCUl 

6.851 

11394 

2.0X 

15.175 

35  450 

Il8.3i3 

719 

331 

0«(awar« 

92 

3386' 

1,415 

4.873 

13,486 

140 

30 

Fionoa 

8t.<ao 

57  7B2 

280,283 

54  634 

474.179 

823.183 

24  8 

169 

Gacxgia 

S5B 

11,541 

4,861 

18303 

35,364 

94  638 

94 

34 

H«WW 

26»7 

8.240 

12.621 

P) 

47  306 

56.537 

113 

93 

kuno 

537 

1.848 

94 

3.317 

5.586 

24.818 

23 

1  1 

mraa 

9.23S 

17.464 

5.912 

19.206 

51J17 

180.845 

39 

251 

Jn«ana 

I3.t14 

6.872 

3.372 

11.261 

34.639 

85.774 

31 

16 

Kxn 

I.3S2 

7,338 

2.310 

10.241 

21J41 

36.241 

10 

04 

Kanaas 

190 

8.622 

2.580 

7.948 

17,336 

28.805 

1  6 

04 

Kar%x)(Y 

2.316 

3.490 

9S2 

6.830 

13,848 

27.387 

31 

1  3 

uxoiana 

225 

3734 

3.980 

4,116 

12,059 

31.817 

34 

24 

Man 

119 

2.441 

489 

4293 

7.642 

11.583 

73 

29 

Marylano 

94t 

8.943 

4736 

14  047 

28.867 

63.866 

252 

65 

Masaaoxaans 

HKngar 

t2.2SS 

28.302 

5.989 

85.706 

111.844 

215.812 

170 

85 

ucmaaoia 

5.221 

8.865 

1.963 

15.990 

31J89 

57.966 

23 

1  0 

UsasKv 

335 

3.745 

1.826 

4.325 

10,231 

17.148 

19 

09 

Moaoy 

1  231 

15  186 

3.347 

13.871 

33,436 

57.518 

39 

16 

Montana 

457 

416 

296 

2.994 

4.183 

7.377 

13 

05 

NflOrasha 

155 

901 

146 

2.807 

3,809 

9.549 

04 

01 

^4•vada 

_ 

- 

- 

- 

- 

2511 

33 

10 

(D) 

2.480 

1.288 

4475 

8.223 

18410 

53  1 

172 

7.360 

32  5S3 

10.940 

16.132 

86.896 

152783 

412 

306 

N^M  Mawcs 

_ 

7159* 

• 

2902 

9.861 

31.529 

83 

20 

N««r  Vorti 

17.102 

37.420 

8488 

3e.3S 

97,384 

186.242 

240 

69 

NortiCafoW 

3.702 

2B.842 

8.628 

24.160 

83J30 

113J17 

79 

32 

Norm  Oa*(Ota 

_ 

B23' 

• 

2.043 

2888 

4.480 

03 

02 

onB 

13.183 

X.478 

16.140 

55.877 

115.878 

209.031 

119 

61 

Ohianorv 

207 

4,304 

3.268 

6.903 

14,263 

61,832  1                     10  1 

23 

Oregon 

11.767 

14.197 

2390 

12806 

41.183 

206,723 

1                       198 

11  1 

Pannsvvama 

20.973 

29.078 

9932 

40.342 

1«.335 

398,115 

1 

129 

nr>oO«  isiano 

(O) 

874 

104 

1  397 

2375 

20,786 

779 

550 

Soom  CaroMna 

430 

8.023 

1,670 

6.183 

16.306 

55,980 

124 

64 

Soutn  Oakcxa 

as 

1.448- 

• 

3.972 

5,487 

7,875 

09 

03 

Tarmauaa 

1.S44 

9.314 

38*3 

8.372 

33.073 

108,773 

15  5 

67 

Taus 

1.533 

43.093 

29  454 

40.348 

114,429 

239,235 

81 

23 

Lnjfi 

(D) 

1.592 

3404 

4.240 

9.236 

24,484 

188 

40 

vemwrn 

120 

38S 

132 

2.993 

3.229 

4,963 

19  8 

13 

Vrgna 

2523 

9.655 

2,»4« 

10.860 

25  964 

73,213 

155 

45 

wasnmgron 

11,265 

7.538  1               6.354 

22.801 

47.958 

119.315 

7  1 

4  1 

wast  v^gmia 

649 

2290 

1045 

2915 

8.898 

9,939 

X2 

37 

Wocons*! 

2.122 

10.835 

4,647 

18.824 

34.226 

65.793 

70 

'  3 

WyOfTung 

_ 

_ 

_ 

739 

739 

1.575 

13 

02 

Total 

594.478 

648.240 

803  174 

817960 

2863  863 

5.574.391 

951                      "1 

■Vtfua  Mad  Ky  poOKl  ftownng  ptan  tmm  nouOes  s«m  of  tDfeaga  punts  w^k^  «w*  rrtatmmn  rto  ona  V  *"  **  ■ 

(0)  -  D«u  V6  not  aodoaM  to  wad  daooang  omM  at  ndFMduai  opTKion» 
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American  Association  of  Crop  Insurers 

"AACI  devotes  100%  of  its  resources  to  improving  the  MPCI  program" 


One  Massachusetts  Ave..  NW  •  Suite  800  •  Washington,  DC,  20001   •  (202)789^100  •  Fax  (202)  408-7763 

Testimony  of 

John  H.  Joyce,  Chairman 
on  behalf  of  the 

American  Association  of  Crop  Insurers 

Before  the  House  Agriculture  Subcommittee  on 

Enviroiunent,  Credit  and  Rural  Development  and  House  Agriculture 

Subcommittee  on  Specialty  Crops  and  Natural  Resources 

Regarding  the  Federal  Crop  Insurance  Reform  Act  of  1994 

June  9,  1994 

Chairmen,  Ranking  Members,  and  members  of  the  Subcommittees,  thank  you  for  the 
opportunity  to  present  our  additional  views  on  H.R.  4217,  concentrating  on  specialty  crops  and 
the  noninsured  assistance  portion  the  bill.  These  views  are  expressed  on  behalf  of  the  American 
Association  of  Crop  Insurers  (AACI),  a  voluntary  membership  trade  association  of  the  private 
crop  insurance  industry.  Our  association  consists  of  insurance  companies,  private  reinsurers, 
local  crop  insurance  agents,  and  adjusters. 

I  am  President  of  Rain  and  Hail  Insurance  Service,  Inc.  of  West  Des  Moines,  Iowa  which 
writes  federally  reinsured  multiple  peril  crop  insurance  (MPCI)  nationwide  as  well  as  private 
crop  hail,  and  fire  and  allied  lines  of  insurance.  Currently,  I  serve  as  Chairman  of  AACI, 
whose  members  write  over  60  percent  of  the  MPCI  policies,  protecting  over  700,000 
policyholders. 

WHY  PRIVATE  SECTOR  INSURANCE  INTEREST? 

You  may  ask  why  an  insurance  company  executive  would  want  to  testify  on  a  proposed 
program  entitled  "Noninsured"  Assistance.  We  believe  that  the  insurance  industry  is  best 
positioned  to  deliver  the  "noninsured"  assistance  and  it  would  be  in  the  specialty  crop  producers' 
and  the  taxpayers'  interests  to  do  it  that  way. 

There  are  four  main  reasons  why  the  private  sector  can  do  the  best  job  in  delivering  the 
noninsured  assistance: 


1 .  Private  agents  are  located  in  virtually  every  community,  and  specialty  crop  producers  are 
accustomed  to  dealing  with  agents.  Conversely,  ASCS  offices  are  not  generally 
convenient  to  producers  in  specialty  crop  areas,  and  will  perhaps  become  even  less 
convenient  following  USDA  reorganization;  and  specialty  crop  producers  are  not 
accustomed  to  dealing  with  the  ASCS  office. 


MICHAEL  R  McLEOD,  Coun.sel  &  Exec  Dir 
JOHN  E  SHEELEY.  Associate  Counsel 
LAURA  L  PHELPS.  Government  Relations 
JOHN  A  HARRIS.  Senior  Counsel 


OFFICERS  of  the  BOARD  OF  DIRECTORS 

JOHN  H.  JOYCE.  Chairman 

ROBERT  W  POST.  Jr.  Vice  Chairman 

DEBRA  A  DAWSON.  Vice  Chairman 

RICHARD  C  GIBSON.  Govt  Ret  Chairman 
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2.  Private  agents  already  deliver  both  federally  reinsured  crop  insurance  and  privately 
underwritten  crop  insurance  policies  on  specialty  crops  on  a  "named"  peril  basis.  Agents 
should  be  able  to  assist  producers  with  their  "Noninsured  Assistance"  at  the  same  time 
they  arrange  for  risk  management  on  that  producer's  insurable  crops. 

3.  Involvement  of  the  private  sector  in  Noninsured  Assistance  will  expedite  the  expansion 
of  insurance  coverage  to  these  crops.  The  FCIC  could  foster  this  expansion  by 
approving  reinsurance  for  novel  insurance  products  tailored  to  the  needs  of  specialty  crop 
producers  by  private  companies. 

4.  The  private  sector  is  more  efficient  and  effective  than  the  government.  This  point  was 
recognized  by  over  93%  of  fanners  purchasing  multiple  peril  crop  insurance  in  1993, 
who  chose  to  do  business  with  private  reinsured  companies. 

Cash  receipts  from  specialty  crops  in  1992  exceeded  $35  billion,  and  this  sector  is  one 
of  the  fastest  growing  in  American  agriculture.  Specialty  crop  producers  deserve  real  crop 
insurance  based  on  their  individual  yields,  not  a  disaster  program  that  only  pays  farmers  when 
the  area  yield  falls  below  65%  of  the  expected  yield.  The  best  way  to  establish  the  actual  yields 
of  these  crops  is  for  the  data  to  be  collected  by  private  companies  on  behalf  of  the  FCIC.  After 
a  few  years  of  collection  of  yield  and  actuarial  data,  the  crop  insurance  industry,  in  cooperation 
with  the  FCIC,  should  have  sufficient  information  to  extend  crop  insurance  to  the  growers  of 
noninsured  specialty  crops. 


OUR  RECOMMENDATION 

Our  recommended  changes  with  respect  to  the  noninsured  program  are  simple  ~ 

1 .         Require  producers  to  apply  at  an  office  of  a  licensed  private  insurance  provider 
as  opposed  to  a  local  USDA  office; 
*^.         Channel  all  loss  payments  through  licensed  insurance  providers; 
3.         Reimburse  the  private  insurance  provider  according  to  the  same  principles  as  the 
crop  insurance  program,  and  authorize  the  FCIC  to  establish  an  administrative  fee 
to  be  paid  by  the  producer  to  cover  the  administrative  costs  of  the  program. 

We  recognize  and  support  that  H.R.  4217  attempts  to  establish  equity  between  producers 
of  insured  and  noninsured  crops.  To  the  extent  that  the  bill  is  ambiguous  with  respect  to  the 
time  of  reporting  acreage  planted,  it  should  be  amended  to  clarify  that  the  certification  should 
occur  at  the  beginning  of  the  crop  year,  before  there  is  a  loss.  Everyone  should  be  on  the 
record  up  front  as  to  the  crops  they  intend  to  plant  on  which  noninsured  assistance  may  later  be 
claimed. 

NEED  FOR  SIMPLIFICATION 

AACI  strongly  supports  the  concept  of  the  reform  legislation.  However,  it  has  become 
increasingly  apparent  to  us  that  the  program,  as  FCIC  currently  plans  to  implement  it,  could  be 
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an  administrative  disaster.  There  is  simply  no  way  that  either  the  private  sector  or  the 
government  can  deliver  the  current  complex,  burdensome  program  to  farmers  for  the  funds  that 
will  be  available. 

Therefore,  we  are  strongly  urging  FCIC  to  radically  reduce  its  paperwork  requirements 
and  to  rely  more  heavily  on  automation  and  farmer  certification.  We  urge  that  the  Committee 
amend  the  legislation  to  require  the  FCIC  to  make  such  program  simplifications  and  regulatory 
reductions  so  that  the  program  will  work. 

The  following  are  our  five  key  areas  in  which  H.R.  4217  must  be  amended  in  order  to 
be  workable. 

(1)  Reduce  the  paperwork  and  regulatory  burden  of  the  program  by  one-third; 

(2)  Avoid  the  duplicative  delivery  system  by  the  ASCS/FSA; 

(3)  Improve  compliance  and  program  integrity; 

(4)  Simplify  the  program  to  make  it  less  costly  to  deliver;  and 

(5)  Give  the  private  delivery  system  flnancial  incentives  to  do  a  good  job. 

(1)  Reduce  the  paperwork  and  regulatory  burden  of  the  program  by  one-third.  Neither 
the  proposed  program,  nor  the  existing  crop  insurance  program,  can  be  properly  delivered  with 
the  continuation  of  increased  paperwork  and  red  tape  burdens  added  by  FCIC  to  the  private 
delivery  system,  while  reimbursement  rates  continue  to  be  decreased.  Because  the  government 
will  have  a  limited  amount  of  funds  to  deliver  this  program,  the  maximum  program  benefits  can 
be  delivered  to  American  farmers  only  if  the  FCIC  concurrently  reduces  its  paperwork  burden 
while  it  makes  the  additional  benefits  of  the  reform  proposal  available.  Therefore,  AACI's 
amendment  would  require  the  FCIC  to  analyze  its  existing  way  of  doing  business  and  present 
a  plan  to  Congress  of  how  it  would  cut  the  costs  of  regulatory  and  paperwork  requirements  by 
one-third.  To  ensure  program  efficiency  and  integrity,  the  FCIC  would  be  required  to  conduct 
a  cost  analysis  of  any  new  administrative  or  procedural  requirements  that  it  wishes  to  add.  If 
the  new  requirements  are  found  to  increase  the  cost  per  policyholder,  the  FCIC  would  have  to 
either  increase  the  compensation  to  the  private  reinsured  company  or  change  the  existing 
regulatory  requirements  to  achieve  an  equivalent  cost  savings. 

It  is  vital  that  the  reformed  and  expanded  crop  insurance  program  be  simplified  and 
streamlined  from  its  inception.  Simply  transferring  the  current  cumbersome  and  inefficient 
system  to  the  new  program  will  be  a  management  disaster. 

(2)  Avoid  the  duplicative  delivery  system  by  the  ASCS/FSA.  It  has  taken  FCIC  the  past 
13  years  to  eliminate  its  dual  government/private  delivery  system  of  master  marketers  and  the 
private  reinsured  companies.  Finally,  because  the  federal  delivery  system  was  so  much  more 
costly  and  because  the  overwhelming  majority  (over  93%)  of  farmers  chose  to  purchase  policies 
from  private  companies,  the  dual  delivery  system  was  terminated  this  year. 

The  reform  legislation  would  create  an  even  worse  bureaucracy  and  a  more  inefficient 
system  by  allowing  farmers  to  purchase  catastrophic  crop  insurance  coverage  at  their  local  ASCS 
office.  Buy-up  policies  would  have  to  be  purchased  from  a  private  agent.  Such  a  dual  delivery 
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system  will  be  extremely  inefficient  and  costly,  requiring  the  development  of  an  entire 
duplicative  system. 

Equally  important,  the  dual  delivery  system  would  defeat  the  primary  purpose  of  the 
program,  which  is  to  encourage  fanners  to  purchase  adequate  risk  management  coverage  for 
themselves.  If  farmers  are  able  to  buy  the  minimum  level  catastrophic  coverage  at  an  ASCS 
office,  they  will  not  have  had  the  opportunity  to  receive  expert  insurance  counseling  on  the  need 
to  purchase  greater  levels  of  coverage  from  the  private  sector.  To  the  extent  that  the  reform  bill 
only  results  in  more  farmers  purchasing  the  minimum  catastrophic  coverage  rather  than  adequate 
coverage,  it  will  have  failed. 

Therefore,  AACI  proposes  (a)  that  ASCS  be  allowed  to  sell  insurance  only  in  areas  where 
it  has  determined  that  there  is  insufficient  service  by  licensed  private  insurance  providers  and 
(b)  that  where  the  ASCS  does  sell  catastrophic  insurance,  the  ASCS  office  will  be  only  the 
delivery  point.  The  farmer  would  merely  fill  out  an  application  for  crop  insurance  at  the  local 
ASCS  office  and  FCIC  would  contract  with  private  companies  to  provide  all  of  the  service  on 
the  catastrophic  policy.  AACI's  proposal  would  avoid  the  need  for  a  costly  and  duplicative 
delivery  system,  while  ensuring  that,  in  the  areas  where  farmers  would  be  poorly  served  by  the 
private  sector,  they  have  an  opportunity  to  receive  service  through  their  ASCS  office.  It  would 
save  millions  of  taxpayers'  dollars  which  would  then  go  to  farmers,  rather  than  to  a  costly, 
duplicative  delivery  system. 

(3)  Improve  compliance  and  program  integrity.  In  order  for  the  crop  insurance  program 
to  stay  within  budgetary  constraints  and  provide  adequate  risk  management  to  American 
agriculture,  there  must  be  an  improved  compliance  program  that  is  proactive  rather  than  reactive 
and  years  after-the-fact.  Currently,  the  FCIC  and  other  government  auditors  are  pursuing  claims 
that  are  from  five  to  ten  years  old.  Moreover,  when  private  reinsured  companies  try  to  defend 
the  program  from  questionable  and  unfounded  claims,  they  get  almost  no  support  from  FCIC. 
It  is  even  difficult  to  get  support  from  FCIC  when  the  company  is  merely  enforcing 
Departmental  policies,  such  as  sodbuster/swampbuster  regulations. 

Therefore,  AACI  proposes  an  amendment  to  require  that  FCIC  notify  all  parties  within 
two  years  of  an  error  that  results  in  a  debt  to  FCIC.  Also,  if  FCIC  does  find  a  liability,  suit 
must  be  brought  within  six  years  and  administrative  offset  is  limited  to  six  years. 

AACI  proposes  amendments  to  require  FCIC  to  respond  to  a  request  by  a  private 
company  for  litigation  assistance  within  ten  days.  In  cases  where  the  company  is  merely 
enforcing  Departmental  regulations,  FCIC  would  be  required  to  indemnify  the  company  for 
litigation  costs  and  judgments  awarded.  In  addition,  the  private  delivery  system  would  receive 
indemnification  for  errors  and  omissions  on  the  part  of  the  government.  This  would  only  apply 
in  cases  where  the  private  insurance  provider,  agent,  adjuster  or  other  party  did  not  cause  the 
error  or  omission. 

(4)  Program  simplification.  In  the  interest  of  efficiency  and  simplifying  the  program  so  that 
it  may  delivered  for  the  dollars  available,  farmers  should  not  be  permitted  an  unlimited  number 
of  choices  of  buy-ups  above  the  catastrophic  level.  If  a  farmer  wished  to  buy  up  at  the  50%  of 
yield    level,  he  could  not  buy  up  less  than  100%  of  the  price  election.    On  all  buy-ups,  for 
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whatever  yield  level,  the  price  election  could  not  be  less  than  60%.  Since  the  amount  of 
paperwork  and  delivery  cost  would  be  the  same  to  the  private  company  whatever  the  level  of 
buy-up,  then  companies  should  be  fully  compensated  with  an  expense  reimbursement  on  aU  buy- 
ups,  subject  to  minimum  fees  to  assure  availability. 

For  the  catastrophic  coverage,  AACI  feels  that  the  statute  should  make  clear  that  such 
coverage  will  not  allow  the  division  of  the  producer's  crop  into  different  units  within  the  county. 
To  do  otherwise  would  make  the  catastrophic  program  exceed  all  budget  limitations. 

In  addition,  AACI  feels  that,  rather  than  the  law  mandating  $50  and  $100  as  the 
administrative  fee  for  catastrophic  coverage,  it  would  be  better  to  permit  FCIC  some  flexibility 
to  meet  future  budget  realities  and  program  needs. 

(5)  Companies  must  be  provided  a  financial  incentive  to  aggressively  market  and  service 
crop  insurance  while  taking  a  significant  part  of  the  risk  on  all  policies.  AACI  would  amend 
the  reform  bill  to  retain  the  current  requirement  of  law  that  the  reinsurance  agreements  must  take 
into  consideration  the  financial  condition  of  the  reinsured  companies  as  well  as  the  availability 
of  private  reinsurance.  In  addition,  it  would  require  that  FCIC  provide  the  companies  with  an 
opportunity  to  earn  a  rate  of  remm  on  capital  in  line  with  the  principles  outlined  in  federal 
contracting  regulations.  With  regard  to  the  expense  reimbursement  which  is  paid  to  the 
companies  for  the  delivery  of  the  business,  AACI  would  clarify  a  provision  of  current  law  that 
requires  that  companies  be  reimbursed  for  their  expenses  under  terms  and  provisions  and  rates 
of  compensation  consistent  with  those  generally  prevailing  in  the  insurance  industry.  Also, 
AACI's  amendment  would  reference  federal  contracting  standards  in  determining  what  is  a 
proper  rate  of  expense  reimbursement. 

I  have  attached  amendments  that  address  these  five  points. 

Thank  you  once  again  for  the  oppormnity  to  further  testify  on  H.R.  4217.  The  private 
sector  and  the  American  Association  of  Crop  Insurers  stand  ready  to  assist  the  Subcommittees 
in  improving  the  Administration's  proposal  so  it  best  meets  the  needs  of  all  producers  across  the 
country. 

ATTACHMENTS 
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June  7.  1994 
DRAFT  AMENDMENT 
TO  THE  FEDERAL  CROP  INSURANCE  REFORM  ACT  OF  1994 

1.         Regulatory  and  Paperwork  Reduction. 

Part  (1)  of  this  amendment  is  patterned  after  the  Omnibus  Budget  Reconciliation  Act  of 
1993  language  which  imposed  the  1.1  loss  ratio  target  for  the  Corporation  to  be  achieved  by 
October  1,  1995.  The  amendment  would  require  FCIC  to  take  such  actions  as  may  be  required 
to  reduce  the  regulatory  and  paperwork  burden  of  the  program  by  at  least  one-third  (33%)  by 
Oct.  1996.  The  federal  crop  insurance  program  can  not  continue  as  it  has  been  with  an 
increasing  administrative  burden  and  decreasing  administrative  reimbursement.  This  statutory 
directive  will  force  FCIC  to  consider  streamlining  and  eliminating  unnecessary  program  and 
paperwork  requirements. 

Part  (2)  of  this  amendment  would  require  FCIC  to  conduct  a  cost  analysis  of  any 
proposal  it  offers  to  add  a  new  or  change  an  old  requirement.  It  must  then  either  provide  the 
companies  with  added  compensation  to  cover  the  added  cost  or  eliminate  or  streamline  some 
other  existing  requirement  that  has  an  equivalent  cost. 

AMENDMENT  LANGUAGE:    (Written  for  H.R.  4217.) 

Sec.  2(b)(6),  p. 3.  after  line  24  insert  the  following  additional  new  subsection: 

"(r)  Regulatory  and  Paperwork  Reduction. — 

(1)  The  Corporation,  on  the  enactment  of  this  Act,  shall  conduct 
an  assessment  of  all  its  program  requirements,  regulations,  procedures,  and 
processes  to  determine  their  current  total  average  cost  per  policyholder. 
Within  180  days  of  the  enactment  of  this  Act,  the  Corporation  shall  report 
the  results  of  this  assessment  to  the  appropriate  Committees  of  the  Congress 
together  with  a  plan  for  the  reduction  of  such  average  costs  by  not  less  than 
33  percentum  to  be  accomplished  not  later  than  October  1,  1996.  As  soon 
as  practicable,  but  not  more  than  180  days  after  the  date  of  enactment  of 
this  Act,  and  in  accordance  with  such  plan,  the  Corporation  shall  adopt  such 
measures  as  the  Corporation  determines  are  appropriate  to  improve  the 
liaison  between  the  Corporation  and  the  federally  reinsured  companies  and 
to  significantly  reduce  the  average  cost  per  policyholder  of  the  regulatory 
and  paperwork  burden  of  the  Corporation  and  the  federally  reinsured 
companies.  To  make  such  reduction,  among  such  other  actions  as  the 
Corporation  determines  are  feasible,  the  Corporation  shall: 

"(i)      Utilize   electronic   records   to  the   maximum   extent 
practicable; 
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"(ii)  release  program  information  in  a  timely  and  cost- 
effective  manner; 

"(iii)  provide  reasonable  tolerances  for  errors  and  mistakes 
in  producer-reported  information  and  in  the  adjustment  of  claims; 

"(iv)  develop  an  accessible  data  base  so  that  the  Corporation 
and  the  reinsured  companies  can  determine  the  eligibility  of 
applicants  for  crop  insurance;  and 

"(v)  utilize  producer  certifications  and  statistically  valid 
audits  of  such  certifications  to  the  maximum  extent  practicable,  to 
obtain  information  needed  from  producers  to  meet  program 
requirements." 

"(2)  After  the  date  of  enactment  of  this  Act,  the  Corporation  shall  conduct 
a  cost  analysis  of  each  new  program  requirement,  regulation,  procedure,  or 
process  it  plans  to  adopt,  and  of  each  new  pilot  program  it  plans  to  conduct, 
to  determine  whether  such  planned  activity  will  increase  the  average  cost 
per  policyholder  of  the  program  and,  if  so,  the  Corporation  shall: 

"(i)  Provide  compensation  to  the  reinsured  companies 
sufficient  to  cover  such  added  cost;  or, 

"(ii)  On  or  before  the  date  any  such  planned  activity 
becomes  effective,  eliminate  or  change  existing  program 
requirements,  regulations,  procedures,  or  processes,  to 
produce  average  cost  savings  per  policyholder  equal  to  or 
greater  than  the  added  average  cost  per  policyholder  of  the 
planned  activity." 
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DRAFT  AMENDMENT 
TO  THE  FEDERAL  CROP  INSURANCE  REFORM  ACT  OF  1994 


2.         Government  only  on  an   "as  needed"  basis  to  avoid  duplicative  delivery 
systems. 

This  amendment  to  the  crop  insurance  reform  legislation  provides  that: 

1.  FCIC  will  use  private  insurers  to  the  maximum  extent  possible.  A  list  of 
farm  program  participants  must  be  provided  to  the  companies  3  months  prior  to  sales 
closing  dates.  Farm  program  participants  will  be  provided  with  a  list  of  approved 
insurance  providers. 

2.  FCIC  and  USDA  may  not  spend  any  funds  to  train  or  employ  personnel  to 
sell  or  service  any  plans  of  insurance  except  in  areas  where  there  is  insufficient  service 
by  federally  reinsured  insurance  providers.  Insufficient  service  is  defined  as  the  inability 
of  the  Corporation  to  find  a  federally  reinsured  insurance  provider  within  3  mos.  after 
notifying  the  industry  of  a  need  for  such  an  insurer,  willing  to  commit  to  servicing  all 
eligible  farm  program  participants  in  an  area  without  insurance. 

3.  In  areas  where  there  is  insufficient  service  by  the  private  sector,  the  farmer 
would  be  able  to  obtain  and  fill  out  an  application  at  the  ASCS  office.  However,  FCIC 
would  contract  with  private  companies  to  provide  all  of  the  service  (including  the  APH) 
on  the  catastrophic  policies. 

The  amendment  makes  economic  sense  -  it  saves  a  tremendous  amount  of  money 
by  not  having  to  train  personnel  so  that  every  single  ASCS/FSA  office  has  the  expertise 
to  talk  about  crop  insurance.  It  also  saves  the  expense  of  providing  federal  hardware  and 
software  to  do  catastrophic  risk  coverage.  It  keeps  FSA/ASCS  doing  what  it  does  best, 
signing  farmers  up  for  the  farm  program. 


AMENDMENT  LANGUAGE:   (Written  to  H.R.  4217.) 

p.  18,  line  10,  insert  the  following  new  subsection  and  redesignate  the  following 
sections  accordingly: 

"(g)     Delivery. — 

(1)  The  Corporation  shall  utilize  the  private  sector  to  the 
maximum  extent  possible  in  selling,  servicing,  adjusting,  or  otherwise 
delivering  its  plans  of  insurance,  including  catastrophic  risk  protection 
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coverage,  to  farmers  under  this  title.  The  Department  shall  facilitate  such 
utilization  by  providing  federally  reinsured  private  insurance  providers  with 
lists  of  farm  program  participants  at  least  three  months  prior  to  the  sales 
closing  date  as  well  as  providing  farm  program  participants  with  lists  of 
approved  private  federally  reinsured  insurance  providers  in  the  participants' 
county. 

(2)  The  Corporation  and  the  Department  shall  not  expend  any 
funds  to  train  or  employ  personnel,  or  otherwise  provide  for  the  direct 
sales,  servicing,  adjusting  or  other  performance  of  functions  associated  with 
its  plans  of  insurance  by  its  personnel  except  in  areas  where  the  Corporation 
is  unable  to  find  within  three  months  after  notifying  the  private  sector  of  its 
need  for  insurance  services,  a  federally  reinsured  company  willing  to  insure 
in  accordance  with  the  provisions  of  this  Act  all  eligible  farm  program 
participants  in  such  area. 

(3)  In  areas  where  federally  reinsured  crop  insurance  is 
determined  to  be  unavailable  to  farm  program  participants,  as  provided  in 
paragraph  (2),  the  Corporation  may  make  catastrophic  risk  protection 
coverage  directly  available  to  such  participants  in  offices  of  the  Department. 
In  such  areas,  the  Corporation  shall  contract  with  private  insurance 
companies  to  provide  all  services  necessary  to  carry  out  the  terms  of  such 
direct  catastrophic  risk  protection  coverage. 


127 


DRAFT  AME>a)MENT 
TO  THE  FEDERAL  CROP  INSURANCE  REFORM  ACT  OF  1994 

3.        Improving  Compliance  and  Program  Integrity.   Providing  Parameters  for 
Oversight  /  Claims  of  Loss  /   Suits  /  Litigation  Support  Indemnification 

Establish  reasonable  and  timely  parameters  for  oversight. 

The  amendment  is  designed  to  provide  parameters  for  oversight  and  for  a  more 
business-like  relationship  between  FCIC  and  the  reinsured  companies.  FCIC  would  have 
a  two-year  time  period  in  which  to  notify  all  parties  of  an  unintentional  error,  omission 
or  breach  of  procedure  resulting  in  a  debt  owed  to  FCIC.  If  a  liability  is  found,  suit  must 
be  brought  within  6  years.  However,  current  law  permits  an  administrative  offset  of  a 
debt  owed  to  the  government  for  up  to  10  years.  The  last  provision  of  the  amendment 
would  reduce  this  to  6  years. 

Claims  of  Loss  Suits 

H.R.  4217  would  restrict  suits  under  the  crop  insurance  program  to  the  U.S. 
district  court.  The  amendment  preserves  this  limitation.  However,  H.R.  4217  states  that 
a  suit  against  the  "Corporation  and  the  insurance  provider"  may  be  brought  in  U.S. 
District  Court.  This  leaves  a  potential  ambiguity  regarding  the  situation  where  only  the 
Corporation  or  only  the  insurance  provider  (most  often  the  case)  is  sued.  The  proposed 
language  would  change  the  "and"  to  "or"  and  further  emphasize  the  "only"  nature  of 
U.S.  District  Court  jurisdiction  and  venue  for  these  cases. 

Provide  litigation  support  for  protecting  program  integrity. 

The  amendment  adds  a  new  subsection  that  would  require  FCIC  to  respond  to  a 
company's  request  for  litigation  assistance  within  10  days.  If  the  suit  is  brought  against 
a  company  on  matters  involving  determinations  by  the  USDA  or  FCIC  -  i.e. 
sodbuster/swampbuster,  NCS,  etc.  -  and  the  Company  applied  for  litigation  assistance, 
FCIC  would  be  obligated  to  indemnify  the  company  for  litigation  costs  and  any  judgments 
awarded  that  stemmed  from  the  FCIC  or  the  USDA  determinations. 

Errors  and  Omissions. 

H.R.  4217  removes  the  current  "hold  harmless"  errors  and  omissions  language 
from  the  Act,  leaving  no  other  provision  of  the  Act  to  deal  with  E&O.  The  amendment 
would  restore  E&O  protection  from  FCIC  and  USDA  errors  and  omissions  as  well  as 
assure  that  such  protection  extends  to  all  private  parties  involved  in  the  program. 
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AMENDMENT  LANGUAGE:    (Written  to  H.R.  4217.) 

Sec.  2(b),  p. 3,  after  line  24  insert  the  following  new  subsection: 

"(r)     Time  Limitations  for  Bringing  Certain  Actions.— 

"(1)  The  Secretary  or  the  Corporation  must  notify  in  writing 
persons  with  whom  it  has  an  agreement  under  this  title  of  any  errors, 
omissions,  or  failure  to  follow  Corporation  regulations  or  procedures  for 
which  any  such  person  is  alleged  to  be  responsible  and  which  results  in  a 
debt  owed  the  Corporation.  Such  notice  must  be  given  within  two  years 
of  the  occurrence  except  for  errors,  omissions,  or  procedural  violations 
shown  to  be  willful  or  intentional.    Any  such  notification  must — 

"  (i)  Include  a  full  description  of  the  alleged  error,  omission, 
or  procedural  violation; 

"(ii)  provide  the  person  with  an  explanation  of  any  and  all 
appeal  rights  and  procedures; 

"(iii)  provide  the  person  with  notice  of  where  the  records 
upon  which  the  alleged  error,  omission,  or  procedural  violation  was 
based;  may  be  examined;  and 

"(iv)  specify  the  debt  owed  the  Corporation  as  a  result  of  the 
alleged  error,  omission,  or  procedural  violation,  including  any 
interest,  penalty,  or  other  amounts  due. 

"(2)  The  United  States  must  bring  any  civil  action  to  enforce  any 
liability  asserted  under  subsection  (i),  within  six  (6)  years  after  the 
occurrence  of  the  error,  omission,  or  procedural  violation. 

"(3)  Notwithstanding  31  U.S.C.  3711,  7U.S.C.  3716,  or  any  other 
provision  of  law,  the  authority  of  the  Secretary  and  the  Corporation  to 
administratively  offset  debts  owed  the  Corporation  shall  not  extend  to  any 
debt  outstanding  for  more  than  six  (6)  years." 

Amend  Sec.  2(d)(6),  p.  18,  by  deleting  the  word  "and"  and  inserting  the  word 
"or"  in  line  20  and  by  inserting  the  word  "only"  before  the  words  "in  the  United 
States  District  Court"  in  line  21. 

Amend  Sec.  2(d),  p.  19,  line  3  by  inserting  the  following  new  subsection,  and 
redesignating  succeeding  subsections  accordingly. 


129 


"(j)     Litigation  Support  And  Indemnification, — 

"(1)  If  a  federally  reinsured  insurance  provider  is  sued  by  a 
claimant  for  denial  of  a  claim  for  indemnity,  for  denial  of  eligibility  for 
coverage,  or  for  other  actions  taken  in  accordance  with  program  procedures 
and  the  Corporation  is  not  named  as  a  party,  then  the  insurance  provider 
shall  notify  the  Corporation  of  such  suit  and  may  request  assistance  in 
defending  the  suit.  The  Corporation  shall  provide  the  insurance  provider 
with  written  notice  of  whether  the  Corporation  will  intervene  in  the 
litigation  or  assist  the  insurance  provider  in  the  litigation  within  10  days  of 
receipt  of  an  application  for  assistance. 

"(2)  If  the  suit  is  brought  against  a  federally  reinsured  insurance 
provider  for  any  action  taken  by  the  insurance  provider  in  accordance  with 
a  determination  by  the  Department  or  the  Corporation,  and  the  insurance 
provider  has  notified  and  applied  to  the  Corporation  for  assistance,  then  the 
Corporation  will  be  obligated  to  indemnify  the  insurance  provider  for  its 
costs  in  defending  the  suit  and  for  any  judgments  awarded  to  the  claimant 
related  to  the  determination  by  the  Department  or  the  Corporation. 

"(3)  If  a  producer  is  found  to  have  received  benefits  under  the  Act 
to  which  the  producer  was  not  entitled  due  to  fraud,  false  certification, 
debarment,  ineligibility,  or  other  reason — 

"(i)  The  insurance  provider  who  provided  such  benefits 
shall  not  be  held  liable  for  the  benefits  conveyed  nor  shall  the 
insurance  provider  be  denied  any  reinsurance  or  other  payments 
connected  with  the  insurance  policy  under  which  such  benefits  were 
conveyed  if  the  insurance  provider  is  not  a  party  to  the  wrongdoing 
of  the  producer; 

"(ii)  the  Department  and  Corporation  shall  cooperate  with 
the  insurance  provider  in  bringing  an  action  to  recover  any  and  all 
amounts  improperly  received  by  the  producer  and  shall  assist  in  any 
litigation  to  the  extent  Corporation  funds  were  conveyed;  and 

"(iii)  the  insurance  provider  shall  cooperate  with  the 
Department  or  the  Corporation  in  attempts  to  recover  any  and  all 
amounts  improperly  received  by  the  producer. 

"(4)  The  Corporation  shall  provide  federally  reinsured  insurance 
providers,  agents,  adjusters,  and  others  with  which  it  has  agreements  under 
this  title  with  indemnification,  including  costs  and  reasonable  attorneys  fees, 
from    the    Corporation    for   errors    or   omissions    on    the    part    of   the 
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Corporation,  the  Department,  including  its  representatives,  or  its  contractors 
for  which  the  federally  reinsured  insurance  provider,  agent,  adjuster,  or 
other  contracting  party  is  sued  or  held  liable,  except  to  the  extent  the 
federally  reinsured  insurance  provider,  agent,  adjuster,  or  other  contracting 
party  has  caused  the  error  or  omission." 
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DRAFT  AMENDMENT 
TO  THE  FEDERAL  CROP  INSURANCE  REFORM  ACT  OF  1994 

4.        Simplifying  the  Program  by  Making  it  Less  Costly  to  Deliver. 

As  drafted,  the  reform  bill  creates  a  third  class  of  policy  between  50/60  and 
65/100  (or  equivalent  thereoO-    On  this  third  class  policy: 

1 .  It  is  assumed  that  the  farmer  would  still  pay  the  administrative  fee  although 
other  language  does  not  specifically  provide  for  such  payment; 

2.  The  farmer  would  get  no  added  buy-up  premium  subsidy;  and 

3.  Insurance  providers  would  get  less  than  full  expense  reimbursement  (it  is 
assumed,  but  not  specifically  provided  for  that  providers  would  receive  an 
administrative  fee  on  such  policies.) 

The  amendment  would: 

1.  Limit  buy-ups  at  the  50%  level  to  50/100; 

2.  Prohibit  the  offering  of  less  than  a  60%  price  election  on  any  buy-up;  and 

3.  Provide  full  expense  reimbursement  on  any  and  all  buy-ups  beyond  50/60. 

The  reform  bill  also  provides  for  statutory  limitations  on  the  administrative  fees 
for  catastrophic  risk  protection,  the  amendment  will  remove  those  limits  so  that  the  fees 
may  be  set  administratively  to  meet  varying  costs  that  may  require  changes  in  the  rates. 
The  amendment  also  provides  that  such  fees  may  be  paid  direct  to  the  federally  reinsured 
insurance  providers;  that  the  cost  of  administrafion  of  catastrophic  coverage  may  be 
reduced  through  the  use  of  farmer  certifications;  and,  that  the  Corporation  may  use  fraud 
claim  adjustment  procedures  to  impose  civil  penalties  on  farmers  who  furnish  false 
certifications. 

The  amendment  also  limits  the  power  of  the  Corporation  to  provide  minimum 
catastrophic  risk  protection  by  farming  units.  The  sale  of  catastrophic  coverage  by  units 
is  a  disincentive  to  proper  risk  protection.  For  this  reason  the  amendment  will  make  it 
clear  that  catastrophic  risk  protection  must  include  all  of  a  producer's  land  planted  to  the 
covered  crop  in  the  county. 


AMENDMENT  LANGUAGE:    (Written  to  H.R.  4217.) 

Sec.  2(c),  p.  9,  line  4,  insert  the  following  (in  "Coverage  Levels  Generally" 
section)  and  renumber  succeeding  paragraphs  accordingly: 
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"(2)  The  only  level  of  additional  coverage  that  shall 
be  made  available  at  50  percent  of  the  recorded  or  appraised 
average  yield  shall  be  at  100  percent  of  the  expected  market 
price." 


Sec.  2(c),  p.  10,  line  3,  delete  all  that  follows  the  word  "acre"  through  line  5  and 
insert  the  following: 

":  Provided,  That  the  Corporation  shall  not  offer  a 
price  election  at  less  than  60  percent  of  the  expected  market 
price." 

Sec.  2(b)(1),  p.  6,  by  deleting  line  19  through  line  10,  p.  7,  and  inserting  the 
following  new  subsection: 

"(4)  For  catastrophic  risk  protection,  producers  shall  pay  an 
administrative  fee.  The  administrative  fee  shall  be  established  by  the 
Corporation  in  a  fair  and  equitable  manner  with  due  regard  to  the  value  of 
the  services  to  be  performed.  The  administrative  fee  shall  be  paid  to  the 
federally  reinsured  insurance  provider  or  to  the  private  contract  service 
provider  by  the  producer  with  the  application.  The  administrative  fee  may 
be  waived  for  limited  resource  farmers,  as  determined  by  the  Corporation. 
If  an  approved  federally  reinsured  insurance  provider  is  the  service  point 
for  catastrophic  risk  protection  coverage  for  a  limited  resource  farmer,  the 
Corporation  shall  pay  the  insurance  provider  such  portion  of  the  fee  as  is 
waived  by  the  Corporation. 

"The  administration  of  the  catastrophic  risk  protection  program  shall 
be  kept  as  cost-effective  as  practicable  by  the  Corporation  which  shall  freely 
permit  producer  certifications  to  be  used,  subject  to  statistically  valid 
sample  audits,  to  establish  such  program  requirements  as  acreage  planted 
to  crops,  yields,  and  production  records.  The  Corporation  shall  in  the 
enforcement  of  program  requirements  utilize  to  the  fullest  extent  the  power 
to  collect  civil  penalties  for  false  statements  and  fraudulent  acts  provided  in 
3802  of  title  31  of  the  United  States  Code. 

Sec.  2(b),  p.  7,  line  15,  add  the  following  sentence  after  the  period: 

"No  policy  offered  by  the  Corporation  for  catastrophic  risk 
protection  may  provide  for  an  insurance  unit  which  is  smaller  than  the 
producer's  total  insurable  land  in  the  county  planted  to  the  crop  insured 
thereby." 
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DRAFT  AMENDMENT 
TO  THE  FEDERAL  CROP  INSURANCE  REFORM  ACT  OF  1994 

5.        Expense  reimbursement  according  to  insurance  industry  standards. 

The  puqjose  of  the  amendment  is  to  ensure  that  the  rates  of  compensation  paid  to 
reinsured  companies  for  operating  and  administrative  expenses  are  similar  to  those 
generally  prevailing  in  the  insurance  industry.  This  may  be  accomplished  by  amending 
Section  507(c)  (7  U.S.C.  1507(c))  to  specifically  include  underwriting  marketing, 
delivery,  and  development  of  crop  insurance  policies  within  the  list  of  services  for  which 
the  Corporation  is  supposed  to  contract  with  private  industry  "to  the  maximum  extent 
possible"  in  order  to  avoid  duplication  of  available  commercial  services  by  the  Federal 
Government. 

In  addition,  the  amendment  provides  for  a  return  on  capital  that  will  stimulate 
efficient  performance,  attract  qualified  companies,  and  maintain  a  viable  base  of  federally 
reinsured  companies.  The  provision  will  assure  earnings  comparable  to  the  returns 
permitted  federal  contractors  generally.  It  will  also  require  the  Corporation  to  consider 
the  financial  condition  of  the  companies  (a  requirement  of  current  law)  as  well  as  the 
availability  of  private  reinsurance  when  the  Corporation  determines  the  share  of  risk  to 
be  borne  by  the  companies. 

The  amendment  replaces  the  word  "contract"  with  the  words  "enter  into 
agreements"  to  avoid  any  possibility  of  application  of  the  Federal  Acquisition 
Regulations.  An  amendment  also  changes  Section  508(d),  Premiums.  The  bill  (H.R. 
4217)  indicates  that  premiums  are  to  cover  operating  and  administrative  exjDenses.  The 
amendment  insures  that  the  operating  and  administrative  expenses  considered  in 
computing  premiums  will  be  determined  in  accordance  with  industry  standards  as  required 
by  Section  507(c)  as  amended.  This  amendment  also  gets  rid  of  the  partial  expense 
reimbursement  on  policies  between  50/60  and  65/100  or  equivalent. 


AMENDMENT  LANGUAGE:   (Written  to  H.R.  4217.) 

Amend  Sec.  2(c),  p.  4,  by  inserting  the  following  new  subsection  at  line  9,  and 
renumber  the  existing  subsection  (3)  as  subsection  (4): 

(3)       in  subsection  (c),  by — 

"(i)  deleting  the  word  "contract"  which  follows  the  word 
"(2)"  and  inserting  the  words  "enter  into  agreements"  in  lieu  thereof 
in  the  first  sentence. 
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"(i)  inserting  the  words  "underwriting,  marketing, 
delivery,  product  development"  after  the  words  "loss  adjustment"  in 
the  first  sentence; 

"(ii)  inserting  the  following  new  sentence  after  the  first 
sentence: 

"Reimbursable  operating  and  administrative  expenses  shall 
include  expenses  related  to  all  requirements  of  the  reinsurance 
agreement  between  the  Corporation  and  the  reinsured  companies  and 
other  items,  including,  but  not  limited  to,  certain  litigation  expenses, 
and  a  return  on  capital  comparable  to  the  returns  generally  permitted 
federal  contractors." 

Sec.  2(d),  p.  11,  by  deleting  line  21,  p.  11  through  line  17,  p.  12  and  inserting  the 
following  in  lieu  thereof: 

"(B)  For  levels  of  coverage  above  the  catastrophic  risk 
protection  coverage,  the  amount  of  premium  shall  be  sufficient  to 
cover  anticipated  losses,  a  reasonable  reserve,  and  an  amount  to  pay 
the  operating  and  administrative  expenses  as  determined  by  the 
Corporation  in  accordance  with  section  507(c)  of  this  Act  on  an 
industry-wide  basis  as  a  percent  of  the  total  premium. 

Sec.  2(j),  p.  19,  by  deleting  the  sentence  beginning  with  the  word  "The"  on  line 
13  and  continuing  through  the  word  "reinsurance."  on  line  19  and  inserting  the 
following  sentences  in  lieu  thereof: 

"The  Corporation's  reinsurance  agreements  with  the  federally 
reinsured  companies  shall  require  the  Corporation  to  provide  such 
companies  with  an  opportunity  to  earn  a  rate  of  return  on  capital  that  will 
stimulate  efficient  performance,  attract  the  best  qualified  large  and  small 
private  insurers,  and  maintain  a  viable  base  of  federally  reinsured  crop 
insurers.  The  reinsurance  agreements  shall  also  require  the  reinsured 
companies  to  bear  a  sufficient  share  of  any  potential  loss  under  such 
agreements,  taking  into  consideration  the  financial  condition  of  the 
reinsured  companies  and  the  availability  of  private  reinsurance,  so  as  to 
ensure  that  the  reinsured  companies  will  sell  and  service  policies  of 
insurance  in  a  sound  and  prudent  manner." 
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TESTIMONY 
Before  a  Joint  Hearing  of  the 
UNITED  STATES  HOUSE  OF  REPRESENTATIVES 
SUBCOMMITTEE  ON  SPECIALTY  CROPS  AND  NATURAL  RESOURCES 

and  the 
SUBCOMMITTEE  ON  ENVIRONMENT,  CREDIT,  AND  RURAL  DEVELOPMENT 

June  9,  1994 


Mr.  Chairmen,  and  Members  of  both  Svibcommittees ,  the  American 
Association  of  Nurserymen  (AAN)  welcomes  this  opportunity  to 
present  the  nursery  industry's  views  with  respect  to  the 
Administration's  proposal  to  reform  the  federal  crop  insurance 
system. 

BACKGROUND 

Founded  in  1875,  AAN  is  the  national  trade  organization  of  the 
nursery  industry.   We  directly  represent  approximately  2,300 
growers,  landscape  professionals,  garden  center  retailers  and 
horticultural  distributors.   Through  the  membership  of  our  state 
and  regional  nursery  and  landscape  associations,  AAN  represents 
an  additional  16,000  family  farms  and  small  businesses  in  the 
nursery  industry. 

ECONOMIC  STATURE  OF  NXmSERY  INDUSTRY 

According  to  USDA's  Economic  Research  Service  (USDA-ERS) ,  the 
nursery  and  greenhouse  industry  continues  to  outpace  other 
agricultural  sectors  in  cash  receipts.   Nursery  and  greenhouse 
crops  totaled  an  estimated  $9.0  billion  in  1993  —  representing 
nearly  11  percent  of  the  total  cash  receipts  for  all  U.S.  farm 
crops . 

Nursery  and  greenhouse  crops  in  1991  ranked  6th  in  total  grower 
cash  receipts  among  all  farm  commodities  —  ahead  of  such  major 
crops  as  wheat,  cotton  and  tobacco.   Nursery  and  greenhouse  crop 
production  now  ranks  in  the  top  five  agricultural  commodities  in 
23  states,  and  in  the  top  10  in  42  states.   (Kindly  refer  to 
Appendix  A  for  USDA's  national  commodity  rankings,  and  to 
Appendix  B  for  USDA's  ranking  of  nursery/greenhouse  crops  within 
each  state) . 

This  impressive  industry  record  of  growth  becomes  even  more  so 
when  one  considers  that  unlike  other  segments  of  agriculture,  the 
nursery  industry  does  not  receive  —  nor  does  it  desire  —  any 
federal  production  subsidies  or  price  supports.   What  we  do  want 
is  for  the  unique  nature  of  nursery  crop  production  to  be 
recognized  fully  as  a  significant  part  of  agriculture,  and  for 
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this  recognition  to  be  embraced  in  any  eventual  reform  of  the 
federal  crop  insurance  program. 

NURSERY  CROP  PRODUCTION  IS  AGRICULTURE 

Nursery  crop  production  is  a  unique  segment  of  agriculture,  but 
it  is  agriculture  nonetheless.   Unlike  food,  feed  and  fiber  crop 
farmers,  nursery  farms  produce  hundreds  or  even  thousands  of 
plant  varieties  on  anywhere  from  a  few  acres  to  hundreds  of  acres 
or  more.   Since  a  nursery  farm  grows  so  many  different  plant 
varieties  with  each  plant  often  requiring  individual  attention, 
the  labor  activity  can  be  more  intensive  than  other  agricultural 
crops.   Yet,  basic  plant  needs,  such  as  adequate  water,  soil 
fertility,  and  pest  management,  must  be  met  as  with  other  crops. 
Therefore,  production  practices  and  equipment  needs  are  analogous 
to  most  agricultural  crops. 

In  the  United  States,  there  are  an  estimated  450,000  acres  in 
nursery  crop  cultivation  —  both  in  the  ground,  and  in  permanent 
or  temporary  greenhouses.   Nursery  crops  include  everything  from 
ornamental  and  shade  trees,  evergreen  trees,  flowering  and 
evergreen  shrubs,  fruit  trees  and  plants,  groundcovers  and  vines, 
perennial  plants,  potted  foliage  and  flowering  plants,  and  annual 
bedding  plants.   Plants  may  be  grown  in  rows  or  beds  in  the  soil 
much  like  other  agricultural  crops,  or  they  may  be  grown  in 
containers  (usually  plastic) .   They  may  be  harvested  as  young 
plants  (called  "liners")  and  sold  to  other  nursery  farms  to  be 
"grown-on"  to  larger  sizes,  or  they  may  be  sold  as  "finished" 
plants  to  landscape  professionals,  retail  establishments, 
municipalities,  and  government  agencies. 

Unlike  farming  operations  of  many  of  the  "major"  commodities, 
most  nursery  crops  are  not  harvested  in  the  same  year  in  which 
they  are  planted.   Moreover,  although  they  may  be  planted  at  the 
same  time,  not  all  such  nursery  crops  are  then  harvested  at  the 
same  time.   Many  crops  are  grown  for  varying  lengths  of  time  in 
order  to  produce  several  size  selections  of  the  same  plant. 

As  with  other  agricultural  commodities,  nursery  crops  are  subject 
to  insects,  pests,  and  diseases.   However,  unlike  most  other 
agricultural  crops,  nursery  plants  are  often  shipped  with  soil 
attached.   Since  soil  increases  the  likelihood  of  harboring 
pests,  a  variety  of  federal  and  state  certification  and 
quarantine  shipping  requirements  are  imposed  on  nursery  growers 
to  prevent  the  spread  of  such  pests  to  other  agricultural  crops 
even  when  such  pests  are  not  directly  injurious  to  nursery 
plants. 
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NURSERY  CROP  PRODUCTION  IS  INTENSIVELY  MANAGED 

Throughout  the  growing  period,  nursery  crops  are  intensively 
managed  to  ensure  high  quality,  uniformity,  and  freedom  from  pest 
infestation.   Examples  of  such  intensive  management  are 
illustrated  by  the  following  practices  which  are  conducted  at  a 
frequency  ranging  from  daily  to  seasonally: 

Field  (In-Ground)  Nursery  Production 

*  Field  preparation  -  drainage,  soil  testing,  plowing,  tilling, 

fertility  and  pH  adjustment,  addition  of  organic  matter 

*  Planting  -  mechanical  or  by  hand 

*  Budding  and  grafting 

*  Pruning,  training  and  staking 

*  Weed  management  -  cultivation,  herbicide  application 

*  Animal  damage  control 

*  Fertility  management 

*  Irrigation 

*  Root  pruning  to  ensure  adequate  fibrous  roots  for  survival  of 

plants  after  digging 

*  Pest  management  -  includes  pest  monitoring,  cultural  controls, 

pesticide  applications,  recordkeeping,  etc. 

*  Harvesting  -  hand  or  mechanical 

*  Post-harvest  handling  or  storage 

Container  Nursery  Production 

*  Growing  media  mixing  and  preparation 

*  Planting  and  filling  containers  -  by  hand,  mechanical  or 

combination 

*  Moving  to  and  placing  in  growing  location 

*  Spacing  during  growing  season 

*  Irrigation  -  daily  during  growing  season,  usually  mechanized 

or  computerized.   May  involve  capture,  treatment  and  reuse 
of  water  for  conservation  purposes. 

*  Pruning,  staking  and  spacing  of  plants  as  they  grow 

*  Weed  control 

*  Pest  management  (same  as  above) 

*  Repotting  -  as  plants  grow,  they  may  need  to  be  repotted  into 

larger  containers 

*  Fertilization 

*  Winter  protection 
Harvesting 


* 


Such  intensive  management  practices  are  on-going  regardless  of 
the  type  of  nursery  crop  involved.   Even  when  growing  nursery 
crops  that  have  a  production  cycle  of  more  than  one  year, 
intensive  management  throughout  the  production  process  is 
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critical  to  ensuring  high-quality  nursery  crops. 

Example:   "Ornamental"  Evergreen  Tree  Production 

As  an  example  of  the  unique  nature  of  growing  nursery  plants, 
let's  examine  the  production  of  "ornamental"  evergreen  trees 
whose  ultimate  end-use  would  be  in  their  installation  in  the 
landscape  of  a  residential,  commercial,  industrial  or 
institutional  property. 

Some  types  of  evergreens  are  first  propagated  from  cuttings  in  a 
greenhouse.   Others  are  propagated  from  seed.   After  several 
months  in  the  greenhouse,  the  rooted  cuttings  (some  of  which  may 
be  sold  to  other  nursery  farms)  are  planted  in  beds,  usually  for 
two  more  years.   These  three-year  old  cuttings  (some  of  which 
again  may  be  sold  to  other  nursery  farms)  are  then  transplanted 
in  fields  or  in  other  containers  and  cultivated  for  as  many  as 
four  or  five  additional  years  until  the  trees  begin  reaching 
various  marketable  sizes.   As  other  examples,  rhododendrens  may 
be  grown  for  four  to  six  years  or  more  before  they  reach 
marketable  sizes,  and  landscape  specimen  shade  trees  may  be  grown 
for  ten  years  or  more  in  a  nursery. 

Seldom  does  a  nursery  grower  sell  an  entire  "crop"  in  any  given 
year.   For  example,  evergreens  planted  in  the  field  at  the  same 
time  will  not  contain  trees  of  uniform  size.   This  is  due,  in 
part,  to  each  plant's  individual  rate  of  growth,  or  perhaps  to 
variations  in  soil  quality  in  different  parts  of  the  field.   As  a 
result,  when  a  nursery  grower  receives  an  order  from  a  retail 
garden  center  or  landscape  firm  for  ornamental  evergreens  of  a 
given  size,  the  order  may  be  filled  out  of  several  fields  of 
trees  of  varying  ages. 

NURSERY  CROPS  HA\^  MULTI-YEAR  PRODUCTION  PERIODS 

Since  many  nursery  crops  often  take  several  years  before  they  are 
ready  for  harvest,  nursery  farmers  endure  wide  weather  swings  and 
patterns  over  a  multi-year  period.   In  any  given  year,  nursery 
growers  nationwide  may  lose  farmgate  sales  of  tens  of  millions  of 
dollars  in  crops  damaged  or  destroyed  by  the  vagaries  of  nature. 

Nursery  farmers  traditionally  absorb  these  losses  and  treat  them 
as  costs  of  conducting  business.   The  weather  patterns  of  freezes 
and  droughts  are  often  unpredictable  with  the  resulting  toll 
being  obviously  heavier  and  more  costly  in  some  years  than  in 
others.   As  noted  above,  the  nursery  industry  does  not  receive 
any  federal  production  subsidies  or  price  supports,  and  it 
desires  as  little  government  interference  as  possible.   In  turn, 
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nursery  growers  have  historically  not  looked  to  the  federal 
government  for  direct  federal  assistance. 

Given  the  nursery  industry's  strong  and  continuing  aversion  to 
turning  to  the  federal  government  for  direct  financial 
assistance,  there  is,  nonetheless,  an  important  mechanism  by 
which  the  federal  government  can  partner  with  the  nursery 
industry.   It  is  one  in  which  the  nursery  industry  and  the  rest 
of  agriculture  could  pay  its  fair  share. 

FEDERAL  CROP  INSURANCE  SHOULD  BE  EXPANDED  TO  COVER  ALL  CROPS 

AAN  recommends  that  the  availability  of  federal  crop  insurance  be 
expanded  to  all  agricultural  crops  —  including  all  field-grown 
and  container  nursery  crops  —  and  that  its  purchase  by  farmers 
be  made  more  economical.   By  expanding  federal  crop  insurance  to 
all  agricultural  crops,  costs  can  be  pooled  and  risks  can  be 
spread  more  effectively.   Only  when  federal  crop  insurance 
becomes  available  to  nonprogram  crops,  such  as  nursery  crops  and 
turf grass  sod,  will  the  insurance  system  succeed  in  attracting  a 
sufficient  pool  of  farmers  and  growers  so  that  the  program  can 
become  actuarially  sound. 

Expanding  the  federal  crop  insurance  system  to  all  agricultural 
crops,  and  making  such  more  economical,  would  present  potential 
budgetary  savings.   It  would  mitigate  the  need  for  Congress  to 
continuously  find  itself  year-in  and  year-out  having  to 
appropriate  huge  sums  of  federal  dollars  to  USDA  disaster 
assistance  programs,  which,  unfortunately,  have  sometimes  proven 
to  be  outright  grants  to  marginal  agricultural  producers. 

Some  may  ask  how  the  federal  budget  could  withstand  the  financial 
strains  if  the  crop  insurance  system  was  expanded  to  include 
nonprogram  and  specialty  crops.   The  answer  is  two-fold.   First, 
with  necessary  reforms  to  make  the  federal  crop  insurance  program 
more  attractive,  it  is  likely  that  an  increasing  number  of 
farmers  will  pay  into  the  system.   As  a  result,  adverse  selection 
which  apparently  plagues  the  program  will  begin  to  be  minimized. 

Second,  the  premiums  paid  by  farmers  to  obtain  federal  crop 
insurance  should  be  based  on  varying  levels  of  exposure:   the 
rate  per  unit  of  value  exposed  should  be  commensurate  with  the 
risk  and  likelihood  of  loss.   By  recommending  that  all 
agricultural  crops  be  eligible  for  crop  insurance,  AAN  is  not 
suggesting  that  the  premiums  for  all  crops  be  uniform.   The 
premiums  should  reflect  the  risks  posed  by  respective  crops. 
Certainly,  there  are  wide  differences  among  nursery  crops 
throughout  the  various  USDA  hardiness  zones  which  would 
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reasonably  require  differing  levels  of  winterization  protection. 
So,  if  the  federal  crop  insurance  program  is  to  be  based  in 
actuarial  soundness,  then  the  premiums  should  reflect  an 
appropriate  formula  to  reasonably  cover  indemnity  payouts  for 
damaged  or  destroyed  individual  crops. 

Current  USDA  disaster  assistance  programs  can  unintentionally 
reward  marginal  farmers.   If  only  these  marginal  farmers  were  to 
change  some  of  their  management  practices,  they  could  mitigate  or 
even  avert  some  of  their  crop  losses.   By  the  same  token,  current 
USDA  disaster  programs  are  often  off-limits  to  strong  and 
innovative  farmers  who  make  investments  in  their  operations  (such 
as  irrigation  systems  to  combat  droughts)  in  often  successful 
efforts  to  minimize  crop  losses.   Federal  crop  insurance  premiums 
should  reflect  such  positive  investments  and  management 
practices.   This  would  assist  in  reducing  the  current  adverse 
selection  which  we  understand  plagues  the  current  federal  crop 
insurance  program. 

FEDERAL  CROP  INSURANCE  FOR  NURSERY  CROPS  IS  LIMITED 

The  availability  of  federal  crop  insurance  for  nursery  crops  is 
severely  limited.   Upwards  of  perhaps  as  many  as  5,000  plant 
species  are  commercially  produced  by  nursery  growers,  yet  the 
eligible  plant  list  for  1994  has  only  494  plant  species.   In 
fairness,  though,  it  should  be  noted  that  these  494  species 
represent  some  of  the  most  popular  and  widely  grown  species  in 
the  nursery  industry. 

Nonetheless,  this  eligible  list  is  restricted  to  those  plant 
species  grown  only  in  containers.   No  field-grown  or  in-ground 
plant  species  of  any  kind  is  eligible  for  crop  insurance.   So, 
while  a  rhododendron  being  grown  in  a  container  is  eligible,  the 
exact  same  plant  —  if  grown  in  the  ground  —  is  not.   The  reason 
most  often  cited  is  that  field-grown  nursery  crops  are  more 
susceptible  to  the  multi-year  production  perils  of  nature  because 
their  environment  is  less  controllable  than  plants  growing  in 
containers  which,  for  example,  can  be  moved  to  temporary 
greenhouses  (known  as  polyhouses)  for  protection.   A  strong  case 
can  be  made,  though,  that  once  established,  a  nursery  plant  or 
tree  growing  in  the  ground  may  be  equally  or  better  acclimated  to 
surviving  than  a  containerized  plant  without  sufficient 
protection. 

Federal  crop  insurance  is  also  not  currently  available  for 
"liners"  or  young  plants  in  their  early  stages  of  growth  which 
are  often  produced  to  be  "grown-on"  by  other  nursery  farmers  to 
larger  sizes.   In  effect,  this  rules  out  federal  crop  insurance 
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for  nearly  all  nursery  propagative  material. 

SOME  ENCOURAGING  &  POSITIVE  DEVELOPMENTS  FOR  THE  NURSERY  INDUSTRY 

Having  identified  all  of  the  above  problems,  there  are 
nonetheless  some  welcome  interim  developments  underway.   First, 
the  nursery  crop  insurance  policy  is  the  only  federal  crop 
insurance  policy  that  requires  premium  payment  in  full  prior  to 
insurance  attachment.   Premiums  for  other  federal  crop  insurance 
policies  can  be  paid  at  the  end  of  the  insurance  year.   AAN 
understands  that  in  a  memorandum  dated  May  31,  1994,  the  Federal 
Crop  Insurance  Corporation  (FCIC)  announced  its  intention  to 
defer  premium  payment  for  nursery  crops  to  more  closely  correlate 
to  the  payment  schedule  for  other  crop  insurance  policies.   We 
understand  that  at  least  in  Florida,  FCIC  will  be  implementing  a 
split  premium  payment  schedule  to  be  effective  for  the  1996  and 
succeeding  crop  years. 

AAN  has  also  been  assured  by  FCIC  officials  that  research  has 
recently  begun  to  develop  a  policy  to  insure  at  least  some 
field-grown  and  additional  container-grown  nursery  crops.   They 
have  apparently  been  included  on  the  official  crop  expansion 
feasibility  study  list.   In  fact,  AAN  has  been  advised  that  the 
eligible  plant  list  for  1994  has  494  plants,  while  the  eligible 
plant  list  for  1995  will  have  604  plants  —  an  increase  of  110 
plants. 

In  addition,  AAN  is  encouraged  that  the  1996  policy  will 
apparently  provide  coverage  of  some  plants  in  containers  which 
are  smaller  than  three  inches  in  diameter.   This  is  welcome  news 
since  federal  crop  insurance  is  currently  available  only  for 
those  plants  grown  in  nursery  containers  which  are  three  inches 
in  diameter  or  larger. 

PURCHASE  OF  NURSERY  CROP  INSURANCE  IS  OFTEN  UNATTRACTIVE 

In  those  instances  where  federal  crop  insurance  is  available  to 
nursery  farmers,  the  policy  deductibles  are  often  excessive, 
making  the  purchase  of  crop  insurance  unattractive.   As  a  result, 
our  experience  is  that  unless  a  nursery  grower  believes  his  or 
her  entire  crops  can  be  totally  destroyed,  the  grower  often  makes 
a  calculated  business  decision  to  forego  the  purchase  of  what  he 
considers  to  be  overly  expensive  crop  insurance.   Under  the 
current  program  with  its  high  deductibles,  it  is  difficult  —  if 
not  impossible  —  to  convince  nursery  growers  outside  the 
southeastern  United  States  that  the  expense  of  a  federal  crop 
insurance  policy  is  a  wise  business  decision  when  the  chances  of 
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their  crops  being  totally  destroyed  are  perceived  to  be  minimal. 

Nonetheless,  the  destruction  caused  by  Hurricane  Andrew  in  1992 
demonstrated  that  a  crop  could  indeed  be  totally  destroyed  —  in 
this  case,  by  wind.   In  the  1986  crop  year,  there  were  17  nursery 
grower  insureds  in  Florida  who  paid  a  premium  of  $121,492  to 
cover  a  potential  liability  of  $3,046,404  in  crops.   There  was  no 
loss  ratio  that  year.   In  the  1994  crop  year,  nearly  two  years 
after  Hurricane  Andrew  devastated  the  foliage  nursery  industry  in 
southern  Florida,  the  number  of  insureds  in  Florida  jumped  to  248 
nursery  growers,  paying  $2,502,399  in  premiums  to  cover  a 
potential  liability  of  $79,360,231  in  crops.   The  indemnity  paid 
out  this  year  totals  $35,641  for  a  loss  ratio  of  .01%.   (Kindly 
refer  to  Appendix  C) . 

Crop  insurance  for  nonprogram  and  specialty  crops  would  obviously 
strengthen  the  financial  position  of  the  insureds  in  dealing  with 
freezes,  droughts,  and  other  reasonably  anticipated  and  periodic 
weather  swings  and  patterns.   Crop  insurance  can  act  as 
collateral  on  loans,  and  lowers  the  risk  factor  enabling  lenders 
to  offer  better  terms  or  larger  loans.   In  fact,  many  commercial 
lending  institutions  are  beginning  to  require  nursery  growers  to 
carry  a  crop  insurance  policy  as  collateral.   As  a  result  of  this 
banking  trend,  and  as  long  as  the  federal  crop  insurance  program, 
continues  to  exclude  so  many  nursery  crops,  nursery  growers  will 
find  it  increasingly  difficult  to  obtain  necessary  financial 
backing  to  deal  with  critical  and  recurring  off-season  cashflow 
problems.   This  underscores  why  the  federal  crop  insurance 
program  must  be  expanded  to  cover  all  field-grown  and 
container-grown  nursery  crops. 

H.R.4217  IS  A  POSITIVE  FIRST  STE.  BUT  AMENDMENTS  ARE  NECESSARY 

AAN  believes  that  H.R.4217  is  generally  a  positive  first  step. 
An  expanded  federal  crop  insurance  program  could  and  should  cover 
reasonably  anticipated  weather  swings  and  patterns  (such  as 
freezes  and  droughts)  which  damage  or  destroy  agricultural  crops, 
including  nursery  crops.   By  restructuring  the  federal  crop 
insurance  program  in  this  manner,  USDA  disaster  assistance 
programs  could  then  be  revamped  as  a  rare  supplemental  program  in 
response  to  truly  catastrophic  disasters  —  such  as  1992 's 
Hurricane  Andrew  or  last  summer's  severe  Midwest  floods.   In  both 
of  these  catastrophic  natural  disasters,  not  only  were  crop 
losses  devastating,  but  farm  buildings,  greenhouses,  and 
agricultural  equipment  were  demolished  or  rendered  useless.   Such 
destruction  could  not  have  been  averted  no  matter  what 
precautions  were  implemented  by  farmers. 
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There  are  two  provisions  in  H.R.4217  which  trouble  us  deeply. 
The  first  is  the  crop  eligibility  provision  found  at  page  21 
under  "SEC.  520.  PRODUCER  ELIGIBILITY."  This  section  of  the 
bill  would  condition  eligibility  for  catastrophic  risk  protection 
coverage  on  the  definition  of  the  term  "person"  as  defined  by  the 
Secretary  of  Agriculture.   Since  eligibility  will  be  determined 
by  regulations  issued  by  USDA,  AAN  believes  it  is  critical  that 
any  final  legislation  explicitly  clarify  that  non-food  and  fiber 
crops,  such  as  nursery  crops  and  turf grass  sod,  are  included  for 
purposes  of  program  eligibility. 

Second,  section  4  of  H.R.4217  authorizes  the  establishment  of  a 
non-insured  assistance  program.   Under  "SEC.  522.  NONINSURED 
ASSISTANCE  PROGRAM,"  coverage  would  be  extended  to  all 
"commercial  crops  and  commodities  for  which  catastrophic  risk 
protection  coverage  is  not  available  and  that  are  produced  for 
food  and  fiber."  Use  of  the  phrase  "food  and  fiber"  effectively 
excludes  nursery  crops  from  eligibility  for  this  program. 

If  the  federal  crop  insurance  program  is  not  expanded  to  cover 
field-grown  and  additional  container-grown  nursery  crops,  and 
this  proposed  non-insured  assistance  program  is  limited  to  "food 
and  fiber,"  then  nursery  growers  will  "fall  between  the  cracks." 
The  federal  crop  insurance  program  will  never  attain  the  success 
it  needs  to  be  if  significant  segments  of  agriculture,  such  as 
the  nursery  industry,  continue  to  be  excluded  from  eligibility 
and  full  participation.   To  avoid  exacerbating  the  nursery 
industry's  current  problems  with  federal  crop  insurance  and  USDA 
disaster  assistance  programs,  AAN  believes  strongly  that  Section 
522(a)(1)  must  be  amended  so  that  nursery  crops,  turfgrass  sod, 
and  other  non-food  or  fiber  crops  are  explicitly  eligible  for  the 
non-insured  assistance  program. 

CONCLUSION 

Mr.  Chairmen,  AAN  deeply  appreciates  this  opportunity  to  share 
our  experiences  with  respect  to  the  federal  crop  insurance 
program.   We  hope  Congress  will  work  to  expand  its  availability 
to  all  agricultural  crops,  including  all  field-grown  and 
container-grown  nursery  crops,  and  by  making  the  purchase  of  crop 
insurance  more  attractive. 

Mr.  Chairmen,  AAN  is  willing  and  ready  to  work  with  you,  the 
Members  of  both  of  these  Subcommittees,  the  Federal  Crop 
Insurance  Corporation,  and  USDA  to  make  the  federal  crop 
insurance  system  more  equitable,  more  available  and  more 
actuarially  sound.   Thank  you. 


(Attachments  follow:) 
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United  States:  Leading  Commodites  for  Cash  Receipts 

1991' 


APPENDIX  A 


Rank 

Items 

Value  of  U.S.  Receipts 
(x  1,000) 

All  commodities 
Livestock  and  products 
Crops 

167,292,000 
86,745,278 
80,546,722 

1 

Cattle  and  Calves 

39,632,088 

2 

Dairy  Products 

18,113,714 

3 

Com 

13,853,798 

4 

Hogs 

11.061,441 

5 

Soybeans 

10,778,421 

6 

Nursery  and  Greenhouse 

8,404,722 

7 

Broilers 

8,385,284 

8 

Wheat 

5,715,687 

9 

Cotton 

5,588,934 

10 

Chicken  Eggs 

3,861,358 

11 

Hay 

3,044,049 

1        ^^ 

Tobacco 

2,886,039 

1        ^^ 

Turkeys 

2,344,016 

1        ^^ 

Potatoes 

2,047,785 

15 

Tomatoes 

1,798,806 

16 

Apples 

1,659,334 

17 

Grapes 

1,618,558 

18 

Oranges 

1,564,762 

19 

Peanuts 

1,392,537 

20 

Sugarbeets 

1,216,758 

21 

Sorghum  Grain 

1,131,780 

22 

Rice 

1,092,385 

23 

Cane  for  sugar 

902,031 

24 

Barley 

821,519 

25 

Lettuce 

817,667 

Source:    Ranking  of  States  and  Commodities  by  Cash  Receipts,  1 99 1 ;  USDA,  Economic  Research 
Service;  Statistical  Bulletin  Number  848. 
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Nursery  and  Greenhouie Products:  Sutes'  Rankings  for  Cash  Receipts     APPENDIX  B 

1991" 


Rank 

States 

Value  of  Commoditj'  Receipts 
(x  1,000) 

Nursery  /  Greenhouse 
Rflnking  in  Each  Sutc 

1 

Califonua 

J  1,953.542 

2 

Florida 

998,091 

3 

Texas 

563,933 

4 

Oregon 

357,917 

5 

New  York 

346,557 

6 

North  Carolina 

294,986 

7 

Penns>'lvania 

293,534 

8 

Oklahoma 

273,000 

9 

Michigan 

265,742 

10 

New  Jerse\- 

203,377 

11 

Alabama 

199,546 

12 

Maryland 

197,350 

13 

Georgia 

177,341 

8 

14 

Illinois 

169,312 

6 

15 

Washington 

157,428 

6 

16 

Ohio 

154,501 

8 

17 

Massachusetts 

143,364 

1 

18 

Wisconsin 

142,749 

5 

19 

Connecticut 

135,307 

1 

20 

Tenrttssee 

128,646 

7 

21 

Virginia 

107,472 

6 

22 

South  Carolina 

88,007 

4 

23 

Tndiflnfi 

86,364 

8 

24 

Hawaii 

81,963 

3 

25 

Colorado 

76,833 

7 

26 

Minnesota 

76,535 

12 

27 

Louisiana 

69,668 

7 

28 

Arizona 

65,220 

6 

29 

Iowa 

59,607 

9 

30 

Missouri 

58.951 

12 
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Rank 

States 

Value  of  Commodity  Receipts 
( X  1,000 ) 

Nursery  /  Greenhouse 
Ranking  in  Each  State 

31 

Kentucky 

54^00 

9 

32 

Idaho 

48,607 

8 

33 

New  Mexico 

41,000 

7 

34 

Rhode  Uland 

39,000 

1 

35 

Delaware 

34,000 

4 

36 

New  Hampshire 

33,000 

2 

37 

North  Dakota 

27,000 

13 

38 

Utah 

26,000 

5 

39 

Kansas 

25,902 

9 

40 

Arkansas 

23,995 

14 

41 

Vennont 

23,000 

3 

42 

Mississippi 

21,000 

10 

43 

Maine 

17,500 

8 

44 

West  Virginia 

16,500 

6 

45 

Alaska 

15,080 

1 

46 

Nebraska 

12,000 

14 

47 

Montana 

8,925 

11 

48 

South  Dakou 

7,090 

17 

49 

Nevada 

2,480 

6 

50 

Wyoming 

1,600 

13 

United  States 

$  8,404,722 

Source:    Ranking  of  States  and  Commodities  by  Cash  Receipts,  1991;  USDA,  Economic  Research  Service; 
Statistical  Bulletin  Number  848. 
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APPENDIX  C 


Florida  Nursery  Crop  Insurance  History 
1986  -  1994 


Year 

No.  Insureds 

Premium 

Indcmmty 

Liability 

Loss  Ratio 

86 

17 

121,492 

0 

3,046,404 

.00 

87 

15 

137,793 

0 

4,010,475 

.oojl 

88 

12 

97,819 

82,516 

3,419,430 

.84| 

1              89 

18 

139,147 

0 

4,839,610 

.00 

1               90 

30 

282,773 

543,841 

10,511,059 

1.92| 

1 

91 

42 

440,219 

169,206 

15,177,197 

.38| 

92 

41 

444,271 

7,077,996 

14,314,890 

15.93| 

93 

184 

1,677,306 

3,880,269 

54,009,016 

2.31 

1              ^ 
f         TOTAL 

248 

2,502,399 

35,641 

79,360,231 

.01 

1 607 

1       $5.843.219 

$11,789,469    II       $188,688,312 

II                       2.O2I 

■  Source:  Federal  Crop  Insurance  Corporation,  Regional  Service  Office.  Valdosta,  Georgia;  June  2, 1994 
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National  Family  Farm  Coalition 


110  Maryland  Avenue,  NE,  Suite  307   •   Washington,  DC  20002    •    (202)  543-5675    •    Fax:  (202)  543-0978 


TESTIMONY  OF  BENNY  BUNTING,  FARMER;  OAK  CITY,  NORTH  CAROLINA 

ON  BEHALF  OF 

FARM  PLAN  ADVOCATES  AND  THE  NATIONAL  FAMILY  FARM  COALITION 

BEFORE  THE  HOUSE  AGRICULTURE  COMMITTEE  SUBCOMMITTEES  ON  SPECIALTY 

CROPS  AND  NATURAL  RESOURCES  AND  ENVIRONMENT,  CREDIT  AND  RURAL 

DEVELOPMENT  ON  CROP  INSURANCE  AND  DISASTER  PROVISIONS  FOR 

SPECIALTY  CROPS 
JUNE  9th,  1994 


Mr.  Chairman,  I  am  pleased  to  testify  on  the  import-ant  issue 
of  specialty  crops  and  the  proposal  to  change  crop  insurance  and 
disaster  programs.   I  work  with  Farm  Plan  Advocates,  one  of  the 
39  member  organizations  of  the  National  Family  Farm  Coalition 
(NFFC)  spanning  32  states.   I  farm  in  Oak  City,  North  Carolina 
growing  shiitake  mushrooms  and  raising  poultry.   For  most  of  my 
life,  I  have  also  raised  peanuts  and  hogs.   I  speak  to  you  today 
about  some  specific  issues  of  concern  to  the  Southeast  as  well  as 
issues  affecting  family  farmers  across  the  country. 

I  speak  as  a  farmer  and  a  resident  of  a  struggling  rural 

community  one  that  is  trying  to  maintain  its  education 

system,  its  infrastructure  and  its  rural  economy.   There  is  an 
important  role  for  the  federal  government  to  ensure  that  farmers 
receive  a  fair  price  for  what  they  produce  as  well  as  an 
effective  program  to  response  to  disasters  when  they  strike.   A 
disaster  and  crop  insurance  program  needs  to  work  together  to 
cushion  the  risk  but  at  the  same  time  it  must  be  accessible  and  - 
affordable. 

The  NFFC  supports  the  core  disaster  program  as  introduced  by 
USDA  Secretary  Espy,  but  we  have  concerns  that  the  dollar  value 
of  the  disaster  coverage  is  very  low  and  that  the  costs  of  the 
crop  insurance  portion  are  not  very  clear.   We  have  recommended  a 
change  for  storable  commodities  that  would  enable  farmers  to 
protect  themselves  when  they  have  major  losses,  but  they  have  not 
yet  reached  the  50%  loss  level.  Our  proposal  is  based  on  an 
expanded  Farmer  Owned  Grain  Reserve  Program. 

Specialty  crop  farmers,  which  would  include  specialty 
livestock,  contract  growers  of  poultry,  eggs,  fish,  etc.  have 
been  purposely  ignored  or  forgotten  when  federal  crop  reform  or- 
regulations  have  been  considered.   I  am  a  grower  of  Shiitake 
Mushrooms  and  have  poultry  on  contract  so  I  have  a  first  hand 
observation  of  the  need  for  federal  crop  inclusion  of  Specialty 
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crops.   I  work  as  policy  director  for  Farm  Plan  Advocates,  which 
is  a  non-profit  organization  that  offers  direct  assistance  to 
distressed  farmers.   This  work  necessitates  that  often  we  suggest 
an  alternative  crop  or  crops  be  grown  in  order  to  increase  the 
farm's  potential  cash  flow.   This  sometimes  creates  new  problems 
for  the  farmers.   Creditors  don't  accept  or  recognize  this  as  new 
potential  but  rather  view  it  as  speculation  only.   For  instance, 
a  fellow  was  seeking  operating  money  for  a  shiitake  mushroom 
farm,  and  the  converted  facilities  should  have  had  the  eguity  to 
secure  the  loan.  NOT  SO.   Farm  Credit's  appraisal  left  out  the 
value  of  the  buildings  with  the  reasoning  "the  farming  operation 
does  not  conform  to  normal  agricultural  production  in  the 
surrounding  community."   This  lender's  mentality  coupled  with  the 
unavailability  for  adequate  insurability,  LIMITS  the  production 
of  specialty  crops. 

I  know  of  a  dairy  farmer,  Mr.  Tranthem,  who  started  an 
innovative  pasture  rotation  to  feed  his  herd.   Disaster 
Regulations  for  the  South  East  give  value  to  pasture  production 
only  through  November.   The  drought  caused  extensive  damage  to 
his  pastures,  but  because  this  farmer's  methods  differed,  his 
actual  losses  were  not  calculated  for  disaster  assistance.   Was 
federal  crop  loss  available  to  this  dairyman? 

Mr.  Wilson,  a  NC  vegetable  farmer,  suffered  drastic  losses 
due  to  weather  conditions.   This  farmer  grew  his  crops  using 
organic  methods  and  because  these  methods  differed  in  production 
practices  the  results  were  very  limited  disaster  assistance. 

Let's  look  at  established  yields  before  we  go  further.   In 
N.C.,  disaster  assistance  has  been  available  to  farmers  for  five 
consecutive  years.   This  doesn't  mean  every  farmer  would  have 
qualified  with  a  35%  loss  every  year,  but  common  sense  would  tell 
us  that  established  yields  would  be  unacceptably  low.   These  low 
established  yields  would  make  insurable  losses  much  below  the 
income  level  needed  for  sustaining  a  viable  farming  operation. 
Changes  are  need  to  rectify  this  problem. 

Contract  poultry  farmers  have  a  unique  set  of  circumstances 
but  are  surely  as  needful  of  federal  crop  insurance.   These 
farmers  insure  their  tractors  and  combines  like  other  farmers, 
but  there  the  similarities  end.   Contract  poultry  growers  don't 
own  the  birds  so  insurance  and  government  disaster  assistance 
goes  to  the  integrator.   This  was  the  case  years  ago  when  the 
Avian  flu  was  infecting  large  poultry  areas.  The  solution  was  to 
destroy  flocks.   Government  disaster  assistance  was  given  to  the 
integrator.   Yes,  they  had  huge  losses,  but  the  farmer  was 
forgotten.   He  had  lost  2  months  work,  had  expenses  in  utilities 
and  hired  labor  plus  many  other  costs  for  those  same  months  and 
on  top  of  that  had  to  now  sit  idle  while  the  farm  was  under 
quarantine.   His  real  estate  and  living  expenses  for  himself  and 
his  help  continued  but  he  had  no  crop  to  sell  and  insurance  was 
unavailable. 

With  the  drought  of  1993,  the  entire  south  east  was  besieged 
with  high  temperatures.   This  meant  for  many  poultry  growers 
their  income  producing  crop  was  completely  wiped  out.   You  must 
understand  the  way  the  industry  works  in  order  to  understand  the 
problem  and  hopefully  achieve  a  solution. 


150 


The  grower  does  not  own  the  flock,  he  contracts  to  raise 
them  in  his  facilities.   His  income  is  tied  to  production.   In 
the  past,  the  company  actually  increased  profits  when  the  heat 
losses  hit  the  southeast,  because  the  market  price  increased  when 
the  supply  went  down.   The  companies  were  compensated  for  their 
losses  due  to  the  fact  that  their  income  is  based  on  both 
production  and  market  driven  prices.   A  grower  with  a  house 
containing  24,000  birds  seven  weeks  old  could  lose  4,000  birds  a 
day  when  the  temperatures  climbs  above  98-101  degrees. 

This  heat  loss  is  indiscriminate  but  when  it  happens  a 
grower  will  receive  what  is  called  minimum  pay.   This  minimum  pay 
will  not  usually  cover  the  real  estate  payment  which  goes 
directly  from  the  integrator  to  the  mortgage  holder.   This  leaves 
the  grower  with  little  or  no  money  to  pay  other  operating  and 
living  expenses.   Mrs.  Johnson,  a  widow  lady  in  ray  community  was 
caught  with  these  losses  on  two  consecutive  flocks  in  the  summer 
of  1993.   Her  social  security  check  had  to  be  used  to  pay 
operating  expenses.   Her  loss  was  due  to  "natural  causes"  and  was 
as  "acute"  as  a  hail  storm,  drought  or  flood.   Federal  crop 
insurance  and  government  disaster  assistance  should  have  been 
available  to  this  and  all  other  contract  growers. 

We  have  all  read  news  articles  addressing  excessive   heat 
temperatures,  ice  storms,  snow  storms,  drought  or  floods  and 
almost  always  if  the  loss  was  not  widespread  the  article   will 
close  with  a  callous  sentence  stating  "the  loss  should  have 
little  effect  on  food  prices."  Little  regard  is  given  to  those 
farmers  who,  due  to  the  forces  of  nature,  could  lose  everything. 
Intense  media  publicity  drives  the  disaster  assistance  program 
rather  than  individual  need.   We  need  to  turn  this  policy  around. 

Sustainable  agricultural  production  is  a  must.   This 
committee  has  the  opportunity  and  obligation  to  spearhead  support 
for  the  transition.   Federal  crop  insurance  and  disaster 
assistance  MUST  BE  EXPANDED  TO  BE  MADE  AVAILABLE  AND  AFFORDABLE 
to  ALL  segments  of  raw  food  production. 

Thanks  for  your  attention. 


Benny  Bunting 
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National  Family  Farm  Coalition 


110  Maryland  Avenue,  NE,  Suite  307   •    Washington,  DC  20002   •    (202)  543-5675    •    Fax:  (202)  543-0978 


U.S.  House  of  Representatives 
Committee  on  Agriculture 
Washington,  D.C.  20515 

RE:  Submission  of  additional  information  pertaining  to  the  Review  of  the  Administration's  Crop 
Insurance  Program. 

"SPECIALTY  CROPS  AND  NATURAL  RESOURCES  SUBCOMMITTEE  AND 
ENVIRONMENT,  CREDIT.  AND  RURAL  DEVELOPMENT  SUBCOMMITTEE,  Joint  Public 
Hearing,  dated  June  9,  1994,  13(X)  Longworth  House  Office  Building,  Washington,  D.C." 

Four  organizations  present  the  following  language  for  a  separate  paragraph  and  definitions 
to  be  included  in  the  Federal  Crop  Insurance  Reform  Act,  bill  #  HR  4217.  These  organizations 
are:      Farm  Plan  Advocates,  Charlotte,  North  Carolina; 

Rural  Advancement  Foundation  International  -  USA,  Pittsboro.NC  ; 

National  Contract  Poultry  Growers  Association,  Ruston,  LA; 

National  Family  Farm  Coalition  -  Washington,  D.C. 
The  first  three  organizations  listed  above  are  all  members  of  the  National  Family  Farm  Coalition,  a 
coalition  of  38  farm  organizations. 

Proposed  additional  language  to  be  added  to  HR  4217  (The  Federal  Crop  Insurance 
Reform  Act  of  1994). 

The  "Noninsured  Assistance  Program"  section  should  include  this  additional  language: 

"Eligibility  for  assistance  will  be  triggered  when  there  has  been  a  35%  poultry  producers' 
income  loss  in  a  recognized  area  due  to  a  natural  cause  and  an  individual  contract  poultry 
producer  suffers  losses  that  exceed  50%  of  his^er  expected  income.  The  farmer  will  be 
compensated  for  all  losses  greater  than  50%  at  a  payment  rate  of  60%  of  the  expected  income. 

DEFINITIONS: 

CONTRACT  POULTRY  FARMER/GROWER/PRODUCER  -  a  farmer  who 
raises  or  produces  turkeys,  eggs,  pullets,  breeder  hens,  or  broilers  on  his/her  farm  under  contract 
to  a  poultry  company. 

EXPECTED  CONTRACT  POULTRY  FARM  INCOME  -  Average  income 
generated  for  the  farmer  on  his^er  farm  by  caring  for  contract  poultry:  Their  last  6  flocks  if  a 
broiler  grower,  3  flocks  if  a  breeder  hen  grower  or  commercial  egg  producer,  4  flocks  if  a  pullet 
grower  and  3  flocks  if  a  turkey  grower. 
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REVISED   COPY 

•StBTlHOm   OT 
OAK  OOQPSR,    ITATB  HOIlTZCUIiTtritZST 

xowx  QSPXRTxnrr  or  xaRzouttints  ahd  iahd  stbhaadskxp 

Ceint  R««rlB9  of  th«  House  Agrloultur*  0uboonmltta«s  en 
8p«elalt7  Crops  «a4  Metural  S««oura*8  snd  lavironasat, 
Orsdlt  sad  Bural  Davolopasat 

Juas  9,    1994 

Chalrasn  Ross  and  Johnson,  Mr.  I«wis,  Mr.  Conb«st,  Coasittaa  Mambers,  z 
hava  baan  aaployad  by  tha  Iowa  Dapartmant  of  Agriculture  and  Land  staw- 
ardahip  for  over  XI  years  as  state  Hortioulturiat.  I  aa  responsible 
for  working  with  tha  many  producer  groups  which  make  up  the  specialty 
crop  produotion  syetan  of  our  State.  I  appreciate  the  opportunity  to 
testify  before  this  hearing  and  to  express  views  on  reforming  federal 
orop  insuranoa  and  catastrophic  diaaBter  assistance,  z  applaud  the  ef> 
forts  of  Secretary  Espy  and  Congress  for  undertaking  tha  developmant  of 
an  assistance  program  which  ia  not  a  3<nee  jerk  reaction  to  natural  di- 
sasters, but  a  sound  attempt  to  develop  an  insurance  program  that  will 
provide  future  protection  for  producers  In  times  of  overwhelming  need. 

In  Iowa,  the  oomnereial  horticultural  industry  primarily  consists  of 
nursery  produotion,  greenhouse  crops,  fruits,  vegetables,  sod,  and 
Christmas  trees  and  is  the  fastest  growing  sector  of  our  agricultural 
ooonony  which  I  understand  is  the  national  trend.  Therefore,  it  is  my 
hope  that  the  comaenta  I  make  today  will  have  implication  outside  the 
Midwest. 

In  a  survey  completed  in  1993  by  the  Iowa  Office  of  the  National  Agri- 
cultural Statiatioal  Service,  the  total  physical  assets  of  the  horti- 
cultural industry  is  estimated  to  be  $675  million.  The  gross  income 
from  the  sales  and  services  of  horticultural  related  items  was  aeti- 
mated  to  be  $475  million  in  1992.  The  industry  alao  represents  2,100 
production  enterprises.  We  also  have  conaeroial  acreage  of  some  horti- 
cultural crops  which  are  grown  for  the  wholesale  and  processing  mar- 
kets. Currently,  we  have  crop  insurance  available  for  prooessing  orops 
of  peas,  green  beans,  tomatoes,  potatoes  and  sweet  com.  None  of  these 
policies  are  available  in  mere  than  s  of  Iowa's  99  counties.  All  other 
crops  have  no  insurance  available  to  them  and  there  is  not  likelihood 
that  that  will  change  in  the  future. 

Today,  I  want  to  relay  to  each  of  you  the  Iowa  experience  concerning 
disaster  assistance  before  addressing  recoamendations  for  the  proposal 
we  are  here  to  discuss. 

Lata  last  summer,  it  became  evident  that  the  floods  in  the  Midwest 
would  be  devastating  to  many  producers.  vnian  Congress  was  working  on 
the  disBBter  legislation,   it  was  made  clear  to  many  that  policy  issues 
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would  hav*  to  b«  handled  oeparataly  from  th«  apprepplatlon  that  was 
»vf^ni^^^n^^v  nnaaed.  Kot  loner  aftsir  aoni90  W«r«  appropriated,  It  baoaaa 
evident  that  the  policia*  developed  in  i988  for  handling  non-prograa 
crops,  eapeolally  horticultural  oommoditieB,  and  refined  in  eubaeguent 
disaster  years,  were  not  wholly  eervlng  those  most  in  need— th«  small 
to  medium  sised  grower. 

Pron  July  until  October,  Bsetinge  and  ooncerne  of  looal  produoars  were 
dlsauasad  with  the  State  of  Iowa  ASCS  office.  While  the  etate  offioe 
was  extremely  helpful,  it  was  made  clear  that  many  of  the  probleoe  of 
the  speolalty  crop  producers  were  policy  decision  which  had  to  be  made 
in  Washington. 

In  an  October  29,  1993,  letter  to  Secretary  Espy  from  presidents  of 
various  horticultural  producer  groups,  aasistanoe  was  sought  to  gain 
policy  changes  or  clarifications  which  would  provids  appropriate  as- 
sistance to  all  producers.  I  have  attached  a  oopy  of  the  "White  Paper" 
with  comments  in  the  margin. 

On  November  16,  1993,  Z  presented  testimony  concerning  disaster  assis- 
tance before  the  suboommittee  on  Specialty  Crops  and  Natural  Resources. 

on  November  17,  1993,  1  was  given  the  privilege  to  meet  with  the  acting 
ASCS  Director  and  others  to  discuss  the  issues  presented  in  the  October 
39  letter  to  Secretary  Espy. 

On  February  22,  1994,  I  participated  in  a  conference  call  with  the  Bu- 
reau Chief  for  Production  Adjustment  under  State  and  County  Operations 
within  ASCS/USDA.   The  same  issues  wsrs  addressed. 

On  April  4,  1994,  I  met  with  the  new  ASCS  Administrator  to  discuss  the 
same  issues  and  asked  for  clarification  on  how  the  last  date  to  provide 
evidence  for  payment  was  determined.  In  the  "white  Paper"  to  Secretary 
Espy,  there  was  a  request  to  extend  the  filing  deadline  from  May  4, 
1994  for  perennial  crop  producers.  While  that  date  could  not  be 
changed,  the  agency  did  change  the  last  date  that  a  preduoer  OQuld  pro- 
vide evidence  of  less.  The  date  for  filing  that  evidence  was  May  27, 
1994.  That  date  makes  no  particular  sense  and  seems  quite  arbitrary. 
I  asked  that  a  rationale  be  provided  and  consideration  be  given  to  a 
late  Jxina,  1994  date  for  providing  evidenoe  of  loss.  I  was  told  that 
an  explanation  would  be  given.  I  also  asked  about  several  other  issues 
and  was  told  they  were  under  consideration. 

On  May  16,  1994,  I  received  a  call  from  the  State  of  Iowa  ASCS  offioe 
and  was  notified  that  Christmas  trees  were  not  covered  under  the  crops 
less  provisions  of  the  Disaster  Assistance  Act.  This  was  related  to  me 
as  a  result  of  a  conversation  between  the  state  office  and  the  Deputy 
Director  of  Cotton,  Grain  and  Rice  Price  Support  \inder  ASCS/USDA.  Z  do 
not  understand  this  at  all,  and  try  as  I  may,  z  have  not  been  able  to 
identify  any  place  in  writino  where  Christmas  trees  are  excluded  from 
the  crop  loss  provision.  This  intsrpretation  is  even  more  devastating 
given  that  trees  older  than  2  years  and  lost  in  the  disaster  are  not 
covered  under  the  TAP  prevision. 
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In  rabruary  1994,  at  the  r«qu*at  et  8«nater  Harkin,  Cengrcss  paasad  an 
amandmant  which  provldad  aaaiatanca  for  traaa  lest  In  1993  that  vara 
intendad  for  aala  in  1993,  1994  and  1995.  Furthamora,  Z  undarstand 
that  tha  amendment  was  vrittan  apaoiflcally  not  to  axoluda  Chriataaa 
traas  from  oovaraga.  I  ballava  growers  daaarva  a  dafanalbla  raapensa  to 
this  leaua. 

Thraa  of  tha  aavan  iaauaa  outlined  in  tha  "White  Paper"  required  legis- 
lative action.  H.R.  4133,  which  was  introduced  by  Congressnan  Grandy 
provides  for  appropriate  changsa;  however,  given  tha  program  now  under 
oonaideration  for  raforaing  federal  orop  insurance  and  disaster  aesis- 
tanca,  this  bill  will  probably  not  be  addressed  by  Congreas. 

X  provide  you  with  this  long  introduction  to  our  experienoaa  for  sev- 
eral reasons.  It  is  my  observation  that  the  peliciea  inplesented  in 
the  past  do  not  serve  all  producers  squally,  nor  is  it  the  intention  of 
USOA,  to  aaaure  that  snail  seals  producers  of  specialty  crops  have 
equal  aocass  to  prograna  that  are  supposed  to  provide  protection  in 
times  of  disaster.  Secondly,  it  is  my  personal  experience  that  OSOA 
has  the  power  to  ignore  entire  producer  populations.  rinally,  many 
epeoialty  orop  producers  do  not  have  the  financial  wherewithal  or  po- 
litical clout  to  fight  the  agency's  dsoision. 

It  is  my  belief  that  those  of  us  who  sarva  tha  farm  population  through 
developing  responsible  and  fairly  administsred  public  polioy  should  and 
muat  do  a  better  job  of  ensuring  that  our  specialty  crop  produoera  have 
equal  aocass.  That  means  that  the  new  oeneept  in  disaster  management 
outlined  for  reforming  federal  crop  insurance  disaster  assistance  must 
be  changed  before  enaotmant. 

I  offer  the  following  simple  observations  and  suggestions: 

Recommendation  1:  Require  the  USOA  to  employ  within  ASC9  and  FCZC  at 
least  one  polioy  planner  with  a  baokground  in  apeclalty  orop  production 
and  marketing. 

Reoomnendation  3:  Require  the  Secretary  to  establish  an  Adviaory  com- 
mittee of  Specialty  crop  constituencies  to  include,  but  not  limited  to, 
the  nursery,  floriculture,  fruit,  vegetable,  Christmas  tree  and  aed  in- 
dustries. Its'  mission  would  be  to  assist  in  developing  policies  and 
programs  that  would  insure  both  insurance  and  disaster  protection  are 
made  available  to  epeoialty  orop  produoers. 

Reoemmendatlon  3t  Change  Section  B3a  (a)  of  the  proposed  Bepy  Plan, 
which  currently  excludea  all  specialty  crops,  except  fruits  and  veg- 
stables,  from  coverage  under  a  non-insured  assistsnoa  program. 

Recommendation  4i  Require,  by  whatever  means  necessary/  that  FCZC  un- 
dertake pilot  projects  to  determine  whether  or  not  there  is  some  method 
of  providing  coverage  to  producers  of  specialty  crope  which  can  be  de- 
veloped and  that  the  scope  of  the  pilot  projeota  take  into  account  re- 
gional production  method  and  marketing  variations. 
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Racomasndation  9:  Provlda  guldcllnss  to  statas  for  ooapillng  th« 
ncoasaary  data  on  spaoialty  aropa.  Without  sound  data,  fCIC  oannot  d«- 
■ign  an  aotuarial  aound  orop  inauranca  plan  or  avan  a  worJtabla  dlaaatar 
asBistanoa  progran.   However,   to  data,  neither  A8C8,   nor  ?CIC  have 

?roposed  any  guidelines  or  requirements  that  allow  states  to  oolleot 
nfomation  that  i«  aooeptable  to  either  agency. 

In  oonolusion,  I  have  offered  the  resources  of  ay  offioe  to  oolleot  any 
data  and  develop  any  resource  base  necessary  to  ensure  that  specialty 
crop  producers  are  served  adeqpaately  and  fairly.  That  offer  is  again 
extended  today.  Wa  stand  ready  to  assist  the  federal  government  and 
plead  that  Congress  and  the  Adniniatration  asBase  the  way  in  which  the 
hortioultural  industries  are  being  served. 

Mr.  Chairaen,  1  will  be  glad  to  answer  questions  you  might  have. 


(Attachment  follows:) 
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THE  cojnmcrcUl  horllcnltortl  Isdutry  la  lowi,  whkk  wu  aflkctcd  by  Uu  (rest  floodi  of  1993,  wUbci  to  main 
Ibc  (tUowtsg  reconuBcndatloni  eonctmlnf  tht  idmlolitntloa  of  ttw  Fedtrml  DIsuur  AuUtancc  Progruo. 

WEumaliuIiutr7caalcsdUuitUKraUowlBcluacapUca*anadachmrd<Upoi>h<irUcultunU(rv«trt.  In«|ultlai 
-((t  lufWMii  dUbrtot  pr(>ductloa  rccloiu  ud  th<  trutouat  givui  ilBtnat  oaUooaJ  dlMitcn.  la  addltloa,  bortlcullunl 
,  .educdM  U  a  ualqua  aad  atlnlj'  dlflknol  cropplag  txpcrlcuc,  ai  eoapiuxd  to  tnuUtiosal  row  erapt,  aad  ihoald  b* 
afforded  niltabU  aietbodi  of  olcsladag  lou. 


ArgniBOBt* 


Raaody: 
Aijanoat: 


Remedy; 

tSSTJESi 
ArgumeiU: 

Remedy; 

/k/gumeaC 
Remedy: 

ISSPg  J! 

ArgumeoC: 
Reaedy: 


Tbt  rrtrtiM  af  mittg  %  nroduwrt  hlitorical  irtordi  to  wtabllah  i  an  an  total  tlltflile  ytai  for  .  .hwi  fn.p  a^^Y.\^  K(f<evv^«K 

liuBluitlrmtrlctlm  heXoe^-  "XV  ^i 

AlIowtogASCStotdoptthapnctueofuiiogiprixlueer'thiitoncalrccordiioldytoldeiUl^totileligibleyleld  IL^Jik oc v K^^C>^^ 

perpioducer,b«iedoiiptMjnaiiuiBlquaatltJst,oa]u*dylgsoiwloulcroplou.ThispenaIizetiprodiicerw^  ^^xIyV' 

iacreued/idditioDslprodBaion,  wlikk  did  or  would  have  poswuedtintrkeC  value  if  not  for  the  dstmutkm  ^^  |>T^ur^  , 

by  the  nutunl  dLuiter. 

Reeogalze  lU  tent  la  productloa  or  detigaited  for  prodiudoa  that  were  damaged  by  the  natural  dliaiter, 

Th«  priea  dllftrtBtttI  hrtwetn  mirtttliHi  riianntln  nn  frnlta  A  vwttabtea  U  B»l  ilTerdtd  th«  moiuetr  In  y^  p   Ce&oCV^^e. 

dttermlnlaa  tlMblt  ajilrtinct.  ' 

The  Diiaiter  Aiiittanee  Law  ipedfiet  thai  there  be  rscxigaUloa  of  tppropriate  marketisg  chaaneli  la 

deteralaiog  the  rates  for  ealcuUtleg  crop  lou  ptymeou.  Currently  the  oaly  markeHx^T .'    -     ..recogaixBd 

iadude  the  processing  market  tod  wholesale  market.  This  locally  Implores  the  direct  from  grower  to  coosumcr 

(rsCaD)  market  where  the  Me*"*^  prices  are  realized  aad  where  the  majority  of  Iowa  hortkulturat  product)  ar* 

(old  by  Iowa  producers. 

ASCS  should  aekaowledge,  identify  &  utitize  direct-(o-consmner  marketing  prices,  when  applicable,  oa  aS 

bortieultural  products. 

The  March  *.  1994  flilna  deadline  li  Brem.tnra  <rith  runect  to  nemnlal  erops  In  northeni  realonj.  "^.rWtS   So^v>V\Or- 

Fereaaial  plaal  materials  are  still  dormast  in  tbe  Dorthem  growiag  regions  of  this  countiy  It  the  time  of  the  ^yVeosvo'O   "VAN 
filing  Ar^An^r   In  addition,  it  can  take  Dp  to  two  yean  for  the  true  extern  of  damage  to  be  known  oa  plant  x^^^  '3>'1     MtV^^ 
materials  following  exposure  to  adverse  mndillniis,  due  to  a  plant's  ability  to  minimally  survive  oa  stress.        ^.  r&V<  o  «^  aV  ft 
P»''-"'<  the  Itling  date  under  all  provltioas  of  the  Disaster  Assistance  Act,  for  pereonials,  until  July  1, 199S. 


i^wer>^ 


Trew  anst  be  totalhr  dead  tn  h«  tllotblt  tar  mn  Iom  asslrtanee. 

The  Tree  Assistance  PrxigramCTAJ'O  recognizes  that  severely  damaged  trees,  stunted  to  the  eiiteat  that  their 
market  value  has  been  ilgnlilcantly  reduced,  s/e  considered  s  loss  and  eligible  (or  sssistanee. 
A  Arf,„lii„^  of  ellglbSltyi  like  that  under  TA-P^  should  transcend  to  the  crop  loss  program. 

AptrHinlilHiatUltselfthe  md  nrednet  flj- ihnihsl  or  ace  In  which  a  crop  It  ta    be  hervesled  Oa- 
■trmwherriei)  that  Is  damaytd  by  a  natural  dliaitef  Is  not  eligible  for  milacement  asslsUnca. 
SlgniCeant  losa  exists  If  the  ftiture  Income  generating  capability  of  a  perennial  platit  has  been  prematurely 
destroyed  and  unexpected  additional  Investment  fa  required  of  the  grower  in  terms  of  time  and  oast  la  order  to 
again  reach  that  level  of  producdoe  which  existed  prior  to  the  disaster. 

Assistance  should  be  givea  for  plant  replacement  on  lU  dead  or  significantly  dimsgrd  perennials,  regardlesa 
of  whea  the  last  crop  is  harvested  from  a  oop  producing  perenaiaL 


P>^CS  So6  *tA  soav 
\v^'W«Aoc«r(A 


I.SSIIIC  fe       ABT  ttTl  1***  *^*  "lanted  pr4er  la  1991  Is  Ineligible  for  asilslanca  nnder  TA.P. 

Argument:     This  [trtHtiTIl  "f  in'l'*"^  '*  "g"-")^  '"  'l*"  •*>'  ^rnA'\rrr^ii*tn  h«i  mnn,  lh»n  ?  y>«r«  nt Invnttmrnt  in  «  rrja 

oop,  prior  to  the  loss,  is  excluded  while  someone  with  less  thsn  2  yean  of  investment  in  a  ttve  crop  recaivea 
assistinrft   i  fhy  HT^t^ft^  the  loss  the  greater  the  assistance. 
Remedy:      Provide  replacement  atilstniHti  on  all  trees  rrgardleu  of  age. 

ISatTKIt      Nnmerv  treta  da  net  millN  nnder  TA.P. 

Argumtat;    Nunety  producen  Impacted  by  Hutiicaac  Andrew  were  afforded  coverage  under  the  TAJ. 

Remedy:      Allow  aorseiy  trees  affected  by  the  1993  floods  to  quality  under  T A.P. 


lowB  Christmaa  T^  Gremcn  AsMdatlea 
Iowa  Nan«f7  &  Landscape  Aaudatloa 


Iowa  SUta  Hortkultoral  Society 


Iowa  Fralt  &  Vcaeiabla  Grown  AatoetsUoa 
Society  of  Iowa  FlorUtt  *  Gronm 


For  mora  Information  contact)  Dan  Cooper,  State  HorUenltiirist,  (515)  Ul-5402 
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STATEMENT  OF  THE  FLORIDA  FRUIT  &  VEGETABLE  ASSOCIATION 

Introduction 

Mr.  Chairman,  I  am  Mike  Stuart,  Executive  Vice  President  and 
General  Manager  of  the  Florida  Fruit  &  Vegetable  Association  (FFVA 
or  Association) .  FFVA  is  an  organization  that  represents  growers 
of  vegetables,  citrus,  tropical  fruit,  and  sugarcane  in  Florida. 
Florida  growers  produce  about  half  the  fruits  and  vegetables 
consumed  in  the  United  States  during  the  winter  months.  Our 
members  have  firsthand  experience  with  disasters  such  as  freezes 
and  hurricanes,  and  also  the  inadequacies  of  the  current  disaster 
relief  and  crop  insurance  programs.  We  have  testified  before  this 
Committee  many  times  on  issues  affecting  the  interests  of  our 
members,  including  four  years  ago  on  the  relationship  between 
disaster  relief  and  Florida  fruit  and  vegetable  agriculture. 

Summary  of  FFVA's  Position 

FFVA  supports  the  efforts  of  this  Committee  and  the  Department 
of  Agriculture  to  improve  the  existing  crop  insurance  program  and 
to  lessen  the  reliance  on  ad  hoc  disaster  relief  programs,  which 
are  costly,  uncertain,  and  inefficient.  However,  we  believe 
Florida  is  in  a  different  situation  than  most  other  states.  Crop 
insurance  coverage  has  been  problematic  for  our  growers.  We  have 
tried  to  determine  the  impact  of  this  legislation  on  our  growers 
and,  at  this  time,  the  most  we  can  say  is  that  we  are  not  sure  it 
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will  benefit  us.  Until  we  know  the  impact  of  the  reforms  being 
proposed  in  the  legislation  before  Congress,  and  are  assured  that 
our  growers  will  be  included  fully  in  the  "reformed"  Federal 
program  and  treated  the  same  as  all  other  growers,  we  cannot 
support  this  legislation.  ': 

Discussion 

Florida's  fruit  and  vegetable  industry  is  both  significant  and 
unique.  Florida  is  the  second  largest  fruit  and  vegetable  producer 
state  in  the  country  with  cash  receipts  in  excess  of  $6.1  billion. 
It  leads  the  nation  in  the  production  of  25  crops.  Many  of  these 
crops  are  not  covered  under  the  Federal  crop  insurance  program,  and 
for  many  reasons,  it  appears  they  will  not  likely  be  considered 
insurable  under  the  bills  pending  before  Congress.  We  are  looking 
for  equal  and  fair  treatment  under  any  Federal  insurance  program  so 
that  our  crops  will  receive  the  same  or  substantially  the  same 
treatment  as  crops  already  in  (or  scheduled  to  be  in)  the  proposed 
program. 

Efforts  to  address  the  results  of  disasters  on  firuit  and 
vegetable  crops  in  the  past,  or  to  fit  Florida's  crops  into  the 
Federal  crop  insurance  program,  have  not  met  with  great  success. 
For  example,  the  December  1989  freeze  brought  major  havoc  to  the 
fruit  and  vegetable  industries  in  Florida.  Crop  losses  were 
estimated  at  slightly  less  than  $1  billion  —  one  of  the  worst 
disasters  in  our  history.  Crop  loss  reimbursement  totaled  only  $18 
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million.  The  disaster  resulting  from  Hurricane  Andrew  easily 
surpassed  the  December  '89  freeze,  with  similar  results  for  our 
growers  who  were  affected.  Most  victims  of  Hurricane  Andrew 
received  aid  at  50.04  percent  proration,  while  victims  of  the 
floods  in  the  Midwest  received  aid  at  100%. 

It  has  been  difficult  to  obtain  crop  insurance  for  our  crops. 
In  many  cases,  the  insurance  obtained  did  not  provide  adequate 
coverage,  so  that  the  growers  did  not  fully  subscribe  to  the 
program.  For  other  commodities,  such  as  citrus,  only  the  fruit  was 
insured  in  the  Federal  program,  while  the  trees  were  not.  In 
summary,  it  appears  that  for  many  reasons  many  of  our  crops  may  be 
so  different  as  to  prevent  them  from  full  and  fair  participation  in 
the  program.  Moreover,  placing  crops  on  a  crop  expansion 
feasibility  study  list  as  proposed  does  not  mean  such  a  crop  will 
be  insured  in  the  program  anytime  soon,  if  at  all. 

Our  growers  need  assurances  that  their  crops  will  be  covered 
in  the  Federal  program  and  that  they  will  be  able  to  recover  in  the 
same  fashion  and  at  the  same  level  or  rate  as  those  who  grow 
commodities  now  covered  in  the  program. 

We  are  supportive  of  efforts  to  rein  in  the  costs  associated 
with  disaster  payments.  However,  for  some  crops,  like  many  of 
those  in  Florida,  the  Federal  program  has  not  provided  a  real 
opportunity  to  participate.   We  need  a  program  that  gives  our 
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growers  a  risk  management  tool  that  works  and  provides  them  with 
the  same  level  of  coverage  as  other  growers.  If  that  can't  be 
done,  then  Congress,  before  it  eliminates  disaster  payments  for  our 
growers,  must  consider  taking  the  steps  necessary  to  put  our 
growers  in  the  same  position  as  farmers  in  most  other  states.  We 
need  to  have  the  option  of  using  actual  yields  or  average  yields  in 
determining  crop  yields  under  this  program.  We  need  insurance  that 
is  affordable;  but,  most  important,  we  need  insurance  that  covers 
our  crops  and  allows  us  to  participate  fully  in  the  program.  As  it 
stands  in  the  proposed  legislation,  many  crops  in  Florida  will  be 
considered  in  the  uninsurable  category,  providing  different,  less 
desirable  coverage.  -.=-  .->c  . 

This  is  unacceptable.  We  want  fair  treatment,  which  means 
that  all  our  growers  will  be  able  to  purchase,  for  a  small  fee, 
catastrophic  coverage.  However,  our  crops  seem  to  be  caught  in  a 
catch-22:  to  get  the  coverage  promised  most  farmers,  our  growers 
must  produce  crops  for  which  FCIC  provides  crop  insurance.  But, 
FCIC  does  not  provide  coverage  for  many  fruits  and  vegetables.  We 
don't  want  coverage  that  is  comparable  to  what  insured  farmers  will 
get;  we  want  the  same  or  substantially  the  same  coverage. 

Mr.  Chairman,  our  growers  do  not  need  to  be  linked  to 
participation  in  other  Federal  programs,  such  as  commodity  programs 
since  our  growers  do  not  benefit  from  such  programs.  We  are  not 
costing  the  Federal  government  funds  which  would  be  used  to  pay  us 
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a  support  price  or  other  entitlement.  If  our  growers  can't 
participate  fully  in  the  program,  then  they  should  have  the  right 
to  continue  to  petition  Congress  for  funds  to  assist  them  when  a 
disaster  strikes  without  Congress  having  to  leap  high  parliamentary 
hurdles. 

If  the  goals  of  the  reform  legislation  are  to  reform  the 
current  crop  insurance  program  and  to  eliminate  the  need  for  ad  hoc 
disaster  relief  legislation,  then  certainly  Congress  at  this  time 
can  address  the  issues  we  have  raised.  If  the  idea  is  to  make  this 
coverage  very  economical  and  accessible,  then  Congress  must  make  it 
so  for  growers  in  Florida.  If  Congress  can't  or  won't  do  this, 
then  our  growers  must  be  able  to  seek  and  obtain  redress  from 
Congress  later  when  a  disaster  hits. 

Conclusion 

In  summary,  we  applaud  Congress,  the  Administration,  and  this 
Committee  for  taking  up  this  issue.  However,  we  ask  you  to 
consider  carefully  what  you  do  to  growers  of  crops  which  will  not 
be  allowed  to  participate  in  the  program  because  they  will  not  be 
considered  insurable  by  the  FCIC.  These  growers  need  insurance 
which  is  very  economical;  but,  they  need  to  be  included  first  and 
foremost. 

Thank  you. 
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I  am  Ray  Prewett,  executive  vice  president  of  Texas  Citrus  Mutual  and  the  Texas  Vegetable  Association. 
In  addition  to  representing  these  fruit  and  vegetable  trade  associations,  I  also  am  president  of  Valley  Ag 
Insurance,  a  crop  insurance  agency  in  south  Texas.  I  appreciate  the  opportunity  to  offer  testimony  in 
relation  to  the  legislative  provisions  in  the  crop  insurance  reform  proposal  for  uninsured  crops. 

The  members  of  the  House  Agriculture  Committee  and  its  various  subcommittees  and  other  Congressional 
leaders  are  to  be  commended  on  the  significant  progress  already  achieved  in  reforming  the  federal  crop 
insurance  program  and  merging  disaster  assistance  with  it. 

I  understand  there  is,  under  consideration  by  the  House  Agriculture  Committee,  a  catastrophic  disaster  type 
provision  for  crops  not  presently  insured.  Crops  like  citrus,  which  has  a  tree  policy  and  a  fruit  policy,  may 
not  be  the  focus  of  attention  today,  but  what  this  committee  does  with  presently  uninsured  crops  may 
impact  these   policies  and  others. 

It  is  important  that  the  committee  make  some  provisions  for  something  like  a  group  risk  plan  (GRP);  I 
would  suggest  that  the  legislative  language  used  in  such  provisions  needs  to  be  rather  broad  for  several 
reasons.  First,  this  crop  insurance  legislation,  as  I  understand  it,  is  intended  to  establish  a  broad  framework 
for  this  program  with  the  details  to  be  worked  out  in  administrative  rules  and  regulations  by  the  FCIC  in 
the  months  and  years  ahead. 

Second,  I  believe  Congress  should  be  careful  not  to  mandate  unreasonable  actions  or  time  frames  for  action 
on  uniiisured  crops,  because  it  will  take  time  to  sort  out  which  of  these  commodity  groups  want  an 
insurance  program  and  then  to  develop  an  effective  program.  There  is  a  multiperil  policy  for  onions,  but 
it  is  not  a  workable  and  marketable  policy  as  it  stands.  It  is  an  example  of  what  not  to  do  in  that  its 
development  received  limited  onion  grower  input.  While  the  policy  is  on  the  books,  it  is  simply  not 
utilized. 

Third,  while  there  are  reasons  to  be  carefiil  and  not  move  too  quickly,  I  want  to  emphasize  that  uninsured 
crops  must  to  be  treated  as  fairly  as  possible. 

Many  food  crops  are  quite  perishable,  making  it  difficult  to  prove  whether  abuse  in  loss  situations  occurs. 
For  example,  a  grower  facing  a  low  market  price  can  simply  wait  a  few  extra  days  before  harvesting  and 
claim  his  losses  are  due  to  disease  or  decay,  which  might  have  been  minimal  if  the  crop  had  been 
harvested  on  time.  I  do  not  have  all  the  answers  about  how  to  avoid  this  type  of  problem,  but  I  will  offer 
a  couple  of  suggestions. 

Citrus  policies  are  not  "all  risk"  but  instead  are  named  peril  policies,  primarily  for  freezes  and  hurricanes. 
Insect  and  disease  damage  are  not  covered  under  these  policies.  You  may  want  to  encourage  FCIC  to  take 
more  of  a  named  peril  approach  with  the  uninsured  crops. 

The  group  risk  plan  (GRP)  currentlv  being  tested  by  FCIC  has  a  key  attribute  which  I  think  is  both  good 
and  bad  I  am  referring  to  the  lack'of  unit  division  under  this  plan.  This  ensures  that  a  major  disaster  in 
the  area  occurs  before  there  will  be  any  payable  claims.  Such  a  provision  may  cut  out  some  potential  for 
abuse  but  unfortunately,  many  legitimate  and  severe  disasters  only  affect  certain  parts  of  a  county  and 
even  certain  farms  and,  therefore,  growers  who  deserve  some  assistance  will  be  denied  a  claim  payment. 

My  own  conclusion  is  that  a  GRP  is  not  likely  to  be  as  effective  as  an  individual  policy  but  a  GRP  may 
be  better  than  developing  a  multitude  of  poorly  designed  individual  policies. 

I  now  would  like  to  move  on  to  a  few  comments  about  the  overall  program,  but  at  least  some  of  these 
comments  will  be  from  a  "minor  crop"  perspective. 

I  know  considerable  thought  has  been  put  into  setting  the  processing  fee  at  $50.00  per  crop  per  county 
with  a  max  of  $100.00  per  county.  I  believe  the  legislation  should  make  provisions  for  a  higher  tee,  at 
least  in  some  instances  for  two  reasons.  First,  it  is  much  more  expensive  for  a  company  to  service 
specialty  crop  policies  like  citrus  than  a  traditional  row  crop  policy  because  of  the  inspections  required 
before  a  policy  goes  into  effect.  I  will  not  go  into  any  detail  about  this  but  the  FCIC  or  any  company  that 
services  specialty  crops  will  find  it  is  much  more  expensive  than  cotton,  com,  grain  sorghum,  wheat,  etc. 
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Second,  producers  of  specialty  crops  tend  to  be  diversified.  It  is  not  uncommon  for  a  grower  to  have  ten 
or  fifteen  different  crops  in  a  countv.  I  would  submit  that  it  is  totally  unrealistic  to  only  charge  such  a 
grower  SI 00.00.  If  the  company  decides,  for  example,  to  let  the  agent  have  one-half  of  the  processing 
fee,  a  lot  of  agents  are  wondering  how  they  can  process  a  catastrophic  coverage  policy  for  $25. 

I  realize  the  catastrophic  coverage  is  intended  to  take  the  place  of  the  existing  disaster  programs  which  had 
no  fee.  I  advocate  keeping  the  crop  insurance  policy  as  simple  as  possible,  but  someone  has  to  administer 
it.  I  am  biased  with  the  belief  that  the  private  sector  can  do  this  job  more  efficiently  than  the  federal 
government,  but  we  need  to  be  realistic  about  what  it  costs  ASCS  to  administer  the  current  disaster 
program.  Just  because  the  government  administers  it,  it  does  not  make  it  free  even  if  the  agency  says  they 
can  do  it  with  e.xisting  staff.  Those  staff  people  need  extensive  training  to  be  effective,  and  if  they  are 
working  on  crop  insurance,  that  means  they  are  not  able  to  work  on  something  else. 

My  suggestion  is  to  allow  some  flexibility  in  the  $50  processing  fee,  at  least  for  specialty  crops,  so  tailor- 
made  catastrophic  policies  for  these  crops  have  a  chance  of  being  developed  and  adequately  administered. 

I  have  another  concern  about  locking  in  the  processing  fee  at  $50,  and  that  is  the  matter  of  fraud  and 
abuse.  If  a  farmer  can  obtain  catastrophic  insurance  for  $50,  1  submit  there  will  be  a  greater  temptation 
for  him  to  abuse  the  program  than  if  it  were  more  costly. 

It  is  difficult  to  summarize  all  of  the  issues  involved  in  this  crop  insurance  reform  effort.  As  a 
representative  of  the  fruit  and  vegetable  industry  in  Texas,  I  am  excited  about  this  overall  reform  effort. 
I  applaud  the  effort  of  these  two  subcommittees  and  the  overall  House  .Agriculture  Committee  to  focus 
attention  through  this  hearing  to  ensure  that  food  crops  and  other  specialty  crops  are  treated  fairly  and 
appropriately  in  this  legislation. 


I  will  be  happy  to  answer  questions  you  may  have. 
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The  United  Fresh  Fruit  and  Vegetable  Association  is  appreciative  of  the 
two  Subcommittees'  interest  in  holding  crop  insurance  hearings  to  hear  from 
representatives  of  producers  of  specialty  crops. 

Growers  of  fresh  fruit  and  vegetables  have  had  their  fair  share  of  disasters 
over  the  past  few  years.  In  fact,  California's  devastating  freeze  in  1990  and 
cataclysmic  Hurricane  An(irew  in  Rorida  were  two  of  the  most  costly  disasters 
to  hit  the  fresh  fruit  and  vegetable  industry.  When  disasters  such  as  these  strike, 
the  federal  government's  crop  insurance  program  and  disaster  assistance 
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program  have  provided  relief  to  qualifying  producers.  In  fact,  from  1990-1993, 
over  $1,017  billion  was  distributed  to  non-program  crops  affected  by  these  and 
other  disasters.  Without  such  assistance,  a  crop  grower's  business  could  be  lost. 

United  supports  the  efforts  of  the  Chnton  Administration  in  combining 
and  reforming  the  current  crop  insurance  and  disaster  assistance  programs.  We 
look  forward  to  enacting  reforms  to  the  program  that  reflect  the  Administration's 
proposals  and  that  take  into  account  specific  concerns  to  our  industry. 

Although  there  is  some  participation  by  the  fresh  fruit  and  vegetable 
industry  in  these  programs,  the  industry  has  not  shown  a  tremendous  amount  of 
interest  in  the  program.  The  remainder  of  our  testimony  documents  specific 
areas  of  concern  with  the  current  program,  and  recommends  specific  solutions. 

Many  growers  of  fresh  fruits  and  vegetables  feel  these  programs  were 
developed  to  assist  program  crops,  such  as  wheat,  corn,  and  soybeans,  rather 
than  non-program  crops.  Research  shows  that  significantly  more  federal 
disaster  assistance  funds  have  been  allocated  to  program  crops,  then  to  non- 
program  crops.  According  to  the  U.S.  Government  Accounting  Office  (GAO), 
from  1988-1993  over  $6.5  billion  was  made  available  in  the  form  of  disaster 
assistance  to  these  crops  compared  with  just  under  $2.3  billion  for  non-program 
crops.  The  fresh  fruit  and  vegetable  industry  would  like  to  see  all  non-program 
crops  insured  by  the  FCIC.  If  disaster  strikes  a  farmer  growing  a  crop  insured 
by  the  FCIC  and  he  takes  out  a  policy  on  that  crop,  he  is  eligible  for  both  crop 
insurance  payments  and  disaster  assistance  payments.  Many  non-program 
crops  are  not  on  the  FCIC's  insured  list  making  them  ineligible  for  crop 
insurance.  As  a  matter  of  fairness  Congress  and  the  Administration  should 
extend  coverage  to  aU  fruit  and  vegetable  crops  enabling  them  to  recover  from 
these  federal  programs  in  the  same  fashion,  level  and  rate  as  those  who  grow 
commodities  now  covered  in  the  program. 
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In  addition  specific  produce  growers  would  like  to  see  the  FCIC  reform  its 
treatment  of  tree  crops.  Currently,  when  a  tree  is  lost,  federal  crop  insurance 
will  only  pay  for  the  lost  fruit  for  that  disaster  year;  coverage  stops  there.  The 
FCIC  in  1996  plans  to  implement  a  program  to  assist  in  replacing  trees  for 
growers  whose  tree  crops  were  destroyed.  We  support  and  urge 
implementation  of  this  measure. 

Another  crop  insurance/disaster  assistance  provision  our  industry  would 
like  to  see  adopted  is  to  increase  the  net  income  eligibility  requirements  for  crop 
insurance  payments  and  to  raise  the  current  $100,000  hmit  on  payments.  Under 
the  current  plan  and  proposed  reforms  no  company  or  individual  with  an 
average  net  income  of  $2  million  or  above  is  eligible  for  disaster  payments.  If  a 
disaster  devastates  a  produce  grower's  business  to  the  tune  of  tens  of  millions  of 
dollars  one  year,  and  their  previous  year's  net  income  was  $2  nvillion,  that 
business  may  not  have  adequate  reserves  to  restart  their  crop  production, 
therefore  be  forced  to  close  shop  forever.  For  a  company  of  considerable  size 
that  contributes  significantly  to  a  local  economy  where  it's  headquartered,  these 
caps  on  disaster  assistance  payments  may  not  only  affect  the  company's 
existence,  but  the  local  community's  livelihood.  For  these  reasons  we  support  a 
raise  of  the  net  income  eligibility  requirement  for  disaster  payments  and  for  the 
payments  themselves. 

Another  amendment  we  would  like  to  see  amended  to  the  current  federal 
crop  insurance  statute  is  for  crop  insurance  and  disaster  assistance  payments  to 
kick  in  in  the  event  of  an  extreme  pest  infestation.  Extreme  weather  related 
disasters  insure  coverage,  however,  profound  pest  devastation  does  not.  The 
sweet  potato  whitefly  alone  destroys  over  $200  million  annually  in  food  and 
fiber  crops  throughout  the  U.S.  and  it  is  only  one  of  hundreds  of  pernicious  pests 
to  agriculture  in  this  coimtry.  Insect  infestation  is  a  problem  that  both  program 
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and  non-program  crops  must  battle  and  in  the  event  that  an  individual  grower  is 
overrun  by  such  damage  we  believe  crop  insurance  and  disaster  assistance 
payments  should  apply. 

United  is  supportive  of  the  Administration's  reform  proposals  as  a  whole. 
W  support  the  plan's  prerequisite  of  requiring  those  producing  FCIC  insured 
crops  to  purchase  catastrophic  risk  protection  in  order  to  be  eligible  for  crop 
insurance  payments.  Abuses  within  the  system  are  a  concern  to  our  association 
and  by  requiring  producers  to  purchase  a  policy  to  insure  their  crop  is  an 
important  step  to  increase  responsibility  towards  program  usage. 

The  fresh  fruit  and  vegetable  industry  has  received  much  needed 
assistance  from  the  government  in  the  form  of  crop  insurance  and  disaster 
assistance  payments  to  help  rebuild  their  farms  after  devastating  disasters. 
Many  fresh  fruit  and  vegetable  producers  would  like  to  take  part  in  these 
programs  to  insure  their  livelihoods  in  the  event  of  a  disaster,  however,  cannot 
because  of  net  income  caps,  or  their  crop  is  not  insured  by  the  FCIC,  or  the  FCIC 
doesn't  cover  them  for  certain  disasters.  The  United  Fresh  Fruit  and  Vegetable 
Association  would  like  to  work  with  the  Congress  in  reforming  the  current 
programs  so  that  they  take  into  account  our  suggested  reforms  within  this 
testimony.  Again,  we  thank  the  two  Subcommittees'  interest  in  hearing  from  our 
industry  and  look  forward  to  working  with  you  on  this  issue. 
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